











THE OUTLOOK 


The Struggle With Traffic Congestion—The Coal Shortage—Money and Foreign Trade—The 
Market Prospect 


HE stock market has lost part of the gain recently re- 
corded, but this is the result of traders’ operations 
almost entirely. Very little investment liquidation has 
been in evidence and the bond market shows moderate im- 
provement. Call money has averaged a trifle easier than in late 
June, but otherwise the money market is practically unchanged. 
S 6 © 
HE crucial point in the whole situation 
now lies in the question whether rail- 
way employees will, by showing greater 
eficiency, speed up the movement of 
trafhe. Freight congestion is the principal industrial handi- 
cap, and is an important element in the high rates for money. 
The railroad executives, at a recent meeting, laid out a 
program for speeding up freight movement which con- 
templated an average movement for each car of 30 miles a 
day instead of about 24, which is the present average, and 
also a heavier loading of cars—that is, a larger minimum 
For the latter, the co-operation of shippers will 
be required, or else a new ruling by the Interstate Commerce 
Commission. However, there is no reasonable doubt that the 
Commission would grant such a ruling, if other methods 
prove ineffective, and would also allow a further increase in 
the demurrage charges on cars delayed in loading or unloading. 
The theory has been advanced that the executives are will- 
ing to have the roads make a poor showing in order to empha- 
size the necessity of higher rates. We would be unwilling to 
believe that the railroad executives would assume such an 
attitude under any conditions; but regardless of that, they are 
not taking any such attitude now because it is entirely un- 
necessary. ‘Traffic conditions and earnings are so bad that 
it would be silly to try to make them worse. The executives 
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loan per car. 


are doing their best. Ass one of them puts it, they are fighting 
with their backs to the wall. 

That being the case, the situation is up to the railroad em- 
ployees. The executives hope that the wage award will 
create a better morale among the men and will help to put the 
30-mile-a-day program in operation. It is no secret that one 
of the principal causes of the congestion has been the don't- 
care-a-damn attitude of many operatives, who have been do- 
ing just enough work to hold their jobs. If every employee 
would do his best, the traffic congestion could be broken. 

It is very doubtful whether the executives can attain the 
30-mile-a-day standard. A broken-down morale cannot be 
restored in a day. But if the wage award is accepted by 
the men in a reasonable spirit, a considerable improvement in 
the movement of trafic should be possible. In fact, there 
will have to be an improvement in order to handle the crops. 
The roads have a hard situation to overcome between now 
and the end of October, but we are hopeful of the result. 
In June 3,405,507 cars were loaded against 3,237,406 in 
June of last year, which is encouraging. 

So: Sis 
O one could estimate with any accu- 
racy the amount of “frozen credit” 
that is tied up because of traffic congestion. 


For example, it is estimated that about five 


EFFECT ON 
THE MONEY 
MARKET 


weeks’ production of steel ingots is being stored at the mills 
because clogged transportation conditions prevent the moving 
forward of finished products. This ties up about $150,000,- 
000 of the steel companies’ money; and since some of the 
steel companies are habitually large lenders in Wall street 
when they have the money, the effect on security va'ues is 
direct and self-evident. 
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The crop movement will of course require a lot of money. 
The total yield will probably be not more than 2% under 
the average of the last five years, and the banks are not in as 
good a position to finance it as they were a year ago. The 
last Federal Reserve statement shows that reserves are 2.7% 
under last year, while total bills discounted are 29% above 
last year. The reserve ratio was 50.9% last year and it is 
now 43.9%. Therefore, a break in the traffic tieup is prac- 
tically necessary before money can become materially easier. 

* 8 # 


HE actual coal shortage is not as great 
as would appear on the surface. It is 
always the case that shortage of any article 
causes everybody to hoard as much of it 
as can be obtained. Also, the high price of coal for export 
has diverted a good deal of it in that direction which other- 
wise might have gone into domestic distribution. Under 
such canditions, there has naturally been a tendency for coal 
to accumulate at export points. 

Coal production is not much below normal, nor is the total 
movement of coal over the roads much below normal; but the 
demand for industrial purposes has been above normal, every- 
body is trying to lay in as big a stock of coal as possible, and 
the distribution of the coal has been uneven. The control 
now being exercised by the Interstate Commerce Commis- 
sion has its bad features, but it is the lesser of two evils, and 
unless the general traffic congestion should become much 
worse an improved distribution of coal will be attained. 

* 8 # 
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HE problem of money rates next Fall 

is so complicated that the most diverse 
views are held by students of the sub- 
ject. A majority, perhaps, hold that money 
rates will continue as high as at present, if not higher, until 
late in the year. But many think that a decline in the 
activity of general business, falling commodity prices, increased 
efficiency of labor, and some relief to trafic congestion, will 
bring easier money conditions by September. 

The first three of these conditions are evidently occurring, 
but only to a moderate extent. Business is less active in some 
lines, but keeps up well in many others. Commodity prices, 
according to Bradstreet’s Index, are down 5.3% from the 
maximum. Labor is more efficient in some lines, but in 
others little change can be discovered. And in view of the 
coming crop movement the question of how much credit can 
be released is in doubt. 

Bank loans have not risen materially since April !—but 
on the other hand, there should normally have been a seasonal 
reduction during this period. Last week’s bank statement 
was especially encouraging, showing a reduction in bills dis- 
counted of about $88,000,000. Of this decline, about 
$46,000,000 was in commercial bills, showing that the 
Board's efforts to check the expansion of business loans is 
meeting with some success. The remainder of the reduction 
was in bills secured by Government war obligations. This 
item is now down to about $1,250,000,000, against 
$1,580,000,000 a year ago, which is perhaps as good 
progress as could be expected. 

It seems to us that, everything considered, we ought to get 
threugh the Fall without higher money rates than now pre- 
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MONEY RATES 
IN THE FALL 


vail; but we advance this view with some timidity, because of 
the many uncertain factors involved. During the next thirty 
days call money should be somewhat easier. 

* & & 


UR high money rates have made the 

Edge Act almost inoperative so far, 
only one corporation having been organized 
to do business under the act. Others have 
been under consideration but have been postponed because 
of the poor outlook for selling the debenture bonds issued 
under the restrictions of the act at a time when some of our 
strongest corporations are obliged to pay 8% for money. 
When we have a more normal money market it is probable 
that more of these corporations will be organized. 

Our direct investments in foreign countries are larger than 
is generally appreciated. Ain instance is found in the purchase 
by American investors of English, French and German ex- 
change, of German municipal bonds, and to a less extent of 
the internal bonds of European countries. The very low 
prices of many of these securities as measured in American 
money, attract speculators who originally came from such 
countries or who in one way or another are especially iuter- 
ested in them. 

For this reason, as well as many others, the position of those 
who fear a prolonged and severe trade depression in this 
country seem to us entirely unjustified. Our imports will 
naturally increase, but those imports will be paid for by the 
interest due us on our previous investments abroad. We see 
nothing threatening in that situation, and on the other hand, 
we should be able to maintain and increase the export trade 
that we are gradually building up in non-European countries. 
* 8 ®& 
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E, expect uneven and irregular indus- 

trial conditions, rather than any gen- 

eral wide-spread liquidation. For such 

* essentials as foods and fuel the demand will 
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continue keen and prices firm. Some of the luxury lines, 
such as silk, are already pretty well liquidated. In some 
others we expect further liquidation. Large new construction 
cannot be anticipated until we have easier money. 

We believe the bond market has either turned for the 
better or soon will do so. We can only repeat that this is 
the time to be putting every available dollar of savings into 
good long term bonds. 

Only 32% of U. S. Steel common is now inthe names 
of brokerage houses—the lowest figure in the history of the 
company. This illustrates the extent to which speculative 
holdings of securities have been liquidated. There has been 
little change in loans on Stock Exchange securities. They are 
not much more than half their last maximum. Announce- 
ment of the railroad rate advance is expected about August 
15th. 

On the recent moderate advance the short interest was con- 
siderably reduced and not enough buying came in to maintain 
the improvement, but the liquidated condition of the market 
leaves it in a good position to respond to any favorable de- 
velopments. At present low levels the selling seems to have 
exhausted itself. There is good buying on declines and we 
look for a better market later. 


Monday, July 19, 1920. 
THE MAGAZINE OF WALL STREET 
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Kurope 


Today 


A First-Hand Report on Her Economic Conditions and Progress Toward ‘Trade Recuperation, 
. As Viewed By a Leading International Financier 


HE author of this important statement 
a member of the international bank- 
ing house, Kuhn, Loeb & Co., is a recog- 
nized authority in economics. He has 
just returned from a trip abroad during 
which he employed the wnusual facilities 
afforded him to gather firsthand opinions 
regarding financial conditions in Engtand, 
France and Italy, Mr. Kahn did not get 
into Belgium this trip, nor into Germany, 
but the many leading financiers with whom 
he talked were naturally familiar 
with conditions in those coun- 
tries, and he gives it as his opin- 
ion that Junkerdom is forever 
dead. Italy, Mr. Kahn found, 
had plenty of labor, and offers 
many attractive opportunities for 
American investors. France, 
“the poet of the nations,” is 
hastening her industrial recu- 
peration through wise tax meas- 
ures, while England is stili the 
financial center of the world. 
Good reading all of it, expressed 
in graceful English, for to his 
sound economic knowledge Mr. 
Kahn adds a reporter's knack of 
“getting the story.” The Peace 
Treaty, according to Mr. Kahn, 
is a “baneful instrument,” its 
framers having “ignored what 
was among the most essential of 
all the elements involved, namely, 
the element of economics.” 
Francis J. OppENHEIMER. 
‘YUCH is the _ recuperative 
power of healthy organisms 
and the vitality of great races 
that at least in the three coun- 
tries I visited, France, England 
and Italy, most of the’ really 
acute problems and difficulties of 
theif internal post-war situation, 
apart from those which only 
time can adjust, either have been 
or are in process of being dealt 
with; and as to those still re- 
maining, the assured prediction 
is justified that in due course 
they will be overcome. 
The greatest progress toward 
complete rehabilitation has been 
made by England. The spirit of wise yet 
daring enterprise which is traditional in 
England, the experience and insight and 
financial aptitude gained in the course of 
centuries, the efficiency of her machinery 
for international trade, her old-time pres- 
tige based upon the justly earned reputa- 
tion for fair and honest trading, her clear 
recognition and resolute pursuance of the 
realities, her governmental attitude 
toward trade—all these and other ele- 
ments have been instrumental toward the 
recovery of her old time position. More- 
over, she has secured greater advantages 
from the Peace Treaty than any other 
nation. 
She is prosperous and she is going 
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Statement by OTTO H. KAHN 


ahead apace. Throughout the world her 
far-flung activities are in full swing. If 
anything, rather too much may have been 
attempted too quickly, and too great a 
strain may have been put upon England’s 
current resources, especially as too liberal 
leeway has been given to flotations and 
speculation, and moreover—there as here 
—the imperative necessity of careful 
economy in public and private expendi- 
tures, particularly the former, does not 


OTTO H. KAHN 


appear as yet to be sufficiently recognized 
or, if recognized, acted upon. 

I am inclined to think that a reaction 
is due in England—it has, in fact, begun 
—from the pace maintained during the 
past twelve months and a readjustment 
of values to existing intrinsic conditions. 
But I believe that such a set back will 
be salutary in effect and limited in dura- 
tion. 

A small, unfertile country, England has 
developed her world commerce and fi- 
nance under the stimulus of compelling 
national necessity. For much the largest 
part of the food and raw materials neces- 
sary for her existence, she is dependent 
upon importations from abroad. To en- 


able her to effect those importations, she 
must create equivalents in the way of 
manufactured goods and of international 
services. That is nothing less than vital 
to her continuance as a great and popu- 
lous nation. 

The alternative would be starvation or 
emigration for a large portion of her 
people. It is under the spur of the im- 
pulse of national self-preservation that 
Great Britain’s capital, London, came to 

be and for many generations has 
remained the world’s financial 
center. 

It needs hardly to be pointed 
out that with her immense terri- 
tory, her vast natural resources, 
actual and latent, and her ca- 
pacity to take care of a far larger 
population than she now has, in- 
deed with her continuing need 
for immigration, America’s posi- 
tion is wholly different from that 
of England. 

We still have abounding scope 
and urgent call for the develop- 
ment of our own country. Our 
available liquid capital, so far 
from having to seek fructifying 
opportunities abroad, is normally 
sought for within our own fron- 
tiers with pressing eagerness 

I do not mean to imply that 
we shall be or can afford to be 
laggards ‘in international trade 
and its concomitant international 
finance. Quite the contrary. 
Their earnest, vigorous and suc- 
cessful pursuit is not only highly 
desirable for America, too, from 
every point of view, but indis- 
pensably necessary for the at- 
tainment of our just national 
aspirations. Indeed, it is mani- 
fest that America, henceforth 
much more than heretofore, is 
resolved to be and will be a 
factor and have a leading posi- 
tion in such affairs, and it is to 
be hoped that our English 
friends will not underestimate or 
fail to heed our determination 
and our capacity to take the 
place and rank which we be- 

lieve to be fairly due us in world trade. 

But let us be sure in fixing our aim, 
to look at things with clear eyes and 
sober vision and careful regard for the 
true facts, shunning spread-eagleism and 
avoiding to provoke needless apprehen- 
sions which tend to breed animosities and 
defensive measures of retaliation. There 
is both wisdom and profit—for nations 
as well as for individuals—in knowing 
what to attempt. As a great thinker has 
said, “the test of mastery is restraint.” 

Thus, on the basis of existing elements 
and unless and until these should undergo 
a change in essentials—whereof there is 
neither indication nor likelihood—the 
often heard talk of our displacing Eng- 
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land as the world’s financial centre, is 
idle. It is also rather apt to be mis- 
chievous in the same sense in which, at 
the time we entered the war, the talk of 
our turning out ten thousand aeroplanes 
was mischievous. 

The traditional position’ of England is 
the result of geographical, economic and 
psychological factors, of racial qualities 
and the experience and practice of cen- 
turies. It is understandingly appreciated 
by public opinion, and is sustained by an 
investment community accustomed to and 
seeking foreign investments—a community 
which for generations has been trained 
to do so and which, however, has a com- 
pelling inducement to do so because nor- 
mally it does not find sufficient scope 
within the necessarily limited opportuni- 
ties of its own country. 

It is promoted by a fixed, purposeful 
and permanent commercial policy in for- 
eign affairs, and by a governmental dis- 
position to foster commerce and industry 
and give fair consideration to the views of 
business in matters concerning business. 
(It may be noted in this connection that 
almost half of the members of the British 
Cabinet and a large proportion of the 
British Parliament are business men.) It 
has at its service a corps of trained -per- 
manent officials and a great body, continu- 
ously recruited anew, of young men who 
seek their careers in foreign lands. 

These things are not so, or at least a 
good deal less so, in our case, especially 
in the matter of the attitude, policy and 
practices of our Government toward 
business and business men. 

Moreover, it is impossible to fulfill the 


functions of a great financial world centre 
without having a broad market and genu- 
ine receptivity for many kinds of foreign 


investments. We have no such demand 
as yet to an adequate extent and spon- 
taneously, because, ordinarily, domestic 
opportunities are more tempting to the 
American investor. 

Intensive efforts have been made within 
the past few years to create a demand 
for foreign securities in this country, but 
such measure of success as these efforts 
attained has been more than offset by the 
effect of our savage and vindictive sched- 
ules of supertaxes which, without having 
even the merit of being productive, have 
resulted in gravely crippling our invest- 
ment market as a whole. 

To point out these things is in no way 
to belittle the greatness of our achieve- 
ments and our qualities, or to take a re- 
stricted view of the immensity of the 
field open to us or to underrate what we 
are still destined to accomplish and the 
rank we shall hold in the world. We have 
our natural sphere of development and 
usefulness, the British Commonwealth 
has hers. 

We should seek to supplement, not to 
supplant, one another. This, of all times, 
is not the time for the kind of ruthless 
overriding and pushing aside of others 
which: was so objectionable a character- 
istic of German trade policy before the 
war. Every one of the great instru- 
mentalities which have proven their fit- 
ness to do the world’s work is needed now 
more than ever. 

The world is vastly in need of all the 
efforts that both America and Great Brit- 
ain can put forth by dint of their utmost 
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energies. There is plenty of room and 
to spare in the world for the most inten- 
sive activities of both. We should co- 
operate with England where possible, 
compete—however keenly—where neces- 
sary, demand our own and hold our own 
always, but it would be shortsighted and 
harmful folly for either country to seek 
to thwart the other in its legitimate world 
position, opportunities and aspirations. 

England, a few discordant and insig- 
nificant voices to the contrary notwith- 
standing, is conscious of the greatness of 
the spirit, the action and the service of 
America during the war. She is genu- 
inely desirous for a cordial understanding 
and close and harmonious co-operation 
between the two nations. No man, not 
blinded by prejudice, can fail to see how 
necessary such a relationship is for the 
peace, prosperity and ordered liberty of 
the world. 

England realizes fully how greatly that 
relationship would be furthered by a final 
settlement of the Irish problem, and how 
warmly, too, her self-governing dominions 
and colonies would welcome such a settle- 
ment. 

Whatever may have been the wrongs 
of the attitude and actions of England 
toward Ireland in the past, conversation 
with many men of different political al- 
legiance has convinced me that the over- 
whelming majority of the English people, 
even from the point of view of mere self- 
interest, would now accept willingly any 
solution compatible with the requirements 
of national good faith and the exigencies 
of vital national interests. 

If there is anything which the Irish and 
the friends of the Irish in America can 
do to bring about a happy ending to that 
age-long tragedy, they will indeed be ren- 
dering a great service to all concerned. 

But—I say it as an appreciative and 
sympathetic friend of that brave, gifted 
and warm-hearted Irish race—any one 
who thinks that the British can be moved 
by threats, intimidated by agitation, or 
stimulated by pinpricks, from foreign 
sources, does not know the stuff that the 
British people are made of. And any one 
acting on that mistaken notion, does more 
harm than good to the cause he means to 
serve. 

What France Must Have 
RANCE is hard at work, far more so 
than she is generally given credit for. 

Indeed, if one considers the appalling 
losses, sacrifices and suffering which she 
has undergone and the disorganization 
necessarily incident to four and one-half 
years of war on her soil, it is truly re- 
markable what she has accomplished. 

It is not fair to expect that France, 
invaded, devastated, largely prevented 
from engaging in world commerce during 
the war, and deprived of some of her 
richest provinces, should have taxed her- 
self while the war lasted to the degree 
that America and Great Britain taxed 
themselves. 

She is taxing herself now (by wiser 
methods than ours), to the full extent 
needed to meet her budget, outside, of 
course, the expense of reconstructing the 
devastated regions, which expense should 
not and could not be met by taxation. 

With her bountiful natural resources, 
with her laborious, thrifty, orderly and 
intelligent population, and with those 


great imponderabilia inherent in a truly 
great race which more than once has ac- 
complished the seemingly impossible, the 
ultimate recovery of France, now under 
way, is assured. 

One of the assets of France which is 
far from sufficiently appreciated, is her 
colonies and particularly her great empire 
of the Northern Coast of Africa, i. e.; 
Algiers, Tunis and Morocco. 

I spent three weeks in Tunis and AI- 
giers, going 2,000 miles by automobile, and 
was immensely impressed not only by the 
fertility, diversified natural resources, his- 
torical and contemporary interest and 
beauty of those countries, but by the 
wholly admirable work of enlightened 
colonization which the French have ac- 
complished. 

The tact, skill, zeal, constructive ability, 
broad gauged planning and the benevolent 
care for the natives which the French 
have brought to bear upon their civilizing 
task in these regions, are beyond praise. 
That they will meet with the material 
rewards which are their due, I have no 
doubt. 

The northern regions of Africa were 
the richest colonies of the Romans in their 
day, and they will prove of vast value to 
the French. Incidentally, they offer an 
eminently desirable field for financial and 
commercial co-operation between the 
French and Americans—a_ co-operation 
which would be cordially welcomed by 
the French. 

Indeed, the opportunities for such co- 
operation exist in many other ways, and 
our French friends are somewhat dis- 
illusioned and disappointed that Ameri- 
can capital remains conspicuous so largely 
by its absence. 

It is greatly to be hoped that the pend- 
ing and forthcoming conferences between 
the nations will definitely and precisely 
determine those points which were left 
indeterminate in the Peace Treaty, and 
that the responsible statesmen will have 
the courage to remedy such provisions as 
have proved to be inappropriate or un- 
enforceable. Having suffered what she 
has suffered and being contiguous to Ger- 
many, it is naturally more difficult for 
the French than for other peoples to take 
a detached view of things, but enlightened 
opinion in France is more and more com- 
ing to realize that, for its own good, its 
relations to Germany in the economic 
sense must be put on a definite and mu- 
tually workable basis. 

What France must 
other things are: 

First, absolute military security against 
the chance of renewed aggression by the 
65,000,000 of Germans against her own 
40,000,000, so that she may devote herself 
in assured tranquility to the works of 
peace and the beneficent mission of her 
race. 

Secondly, the means to reconstruct her 
devastated regions without further delay 
and to provide for their population. 

Thirdly, credits or other arrangements 
to enable her to acquire necessary raw 
materials. 


have beyond all 


Italy Will Recover 
| he Italy, too, I found that the situation 
justified confident anticipation of ulti- 
mate complete recovery. The people are 
hard at work, to the extent that the supply 
(Continued on page: 426) 
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Purchase of F oreign Securities Essential to 


Our Foreign Trade 


Investing in Obligations of Eurepean Countries Serves to Reduce Non-Essential Production at 
Home While Encouraging Reconstruction Abroad 


By EARL A. SALIERS, Assistant Professor of Accounting, Yale University 


OREIGN investments are strictly sub- 

ordinate to foreign trade. They serve 

to offset, for a time, the inequalities 
that may exist between imports and ex- 
ports; but in the long run imports and 
exports, broadly speaking, must be equal. 
A loan to a foreign country is equivalent 
to a temporary delay in imports while ex- 
porting continues. 

Under the normal conditions of pre-war 
days there were two classes of nations, 
namely (a) the older and richer ones 
which were in a position to delay the im- 
portation of consumable goods in return 
for their exports, which therefore became 
the lending nations; and (b) the younger 
and poorer ones which stood greatly in 
need of those commodities which the older 
nations were able to supply. These be- 
came the borrowing nations. 

Thus, before the war, the United States 
owed something more than $6,500,000,000, 
upon which it paid annually interest 
amounting to about $300,000,000. As a 
partial offset to this we had loaned abroad 
something over $1,500,000,000, yielding to 
us an income of about $75,000,000, thus 
leaving a net amount of about $225,000,000 
to be paid by exporting produce. In addi- 
tion to this a total of something like $400,- 
000,000 was spent abroad annually by tour- 
ists, remitted to friends in Europe by im- 
migrants, and paid for hire of o:ean 
freight. As a result the United States ex- 
ported yearly in produce over $600,000,000 
more than she imported, the equation of 
exchange being preserved by the factors 
mentioned above. 


War Upsets Normal Relations 

The war transformed the United States 
into a great creditor nation. In doing so 
it upset much that marked the normal re- 
lationship that had developed as a result 
of many years of commercial intercourse. 
The exchanges were disrupted by the in- 
ability of Europe to export in sufficient 
quantities to counterbalance her imports. 
Large loans extended by our government 
to the allied governments and shipments 
of gold from England to America under 
government supervision served to offset 
the inequality between imports and ex- 
ports while the war lasted; but with the 
signing of the armistice and the subsequent 
withdrawal of government support, the 
inability of European industry to secure 
the materials for reconstruction became 
obvious in, the constantly declining rate 
of foreign exchange. European credit, 
weakened by the enormous waste of war, 
lost the support of government with the 
opening of the reconstruction period. 

It will now be necessary to restore con- 
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ditions to something like those of pre-war 
days. To do this Europe must produce 
efficiently and buy carefully. She must 
conserve. her resources to the utmost, in 
order that her producing capacity may be 
restored to a 100% basis. 

The need of Europe for raw materials, 
and consequently for capital, is more 
pressing even than that of a newly col- 
onized territory. Europe teems with hun- 
dreds of millions of people who have no 
new land to exploit, and therefore the 
demand for quick reconstruction is more 
acute than is the need of a new country 
for the facilities of normal growth. Mil- 
lions are at the point of starvation. They 
must be not merely sustained but placed 
in a position where they can again pro- 
duce a surplus. 

Now, credits to Europe, whether in the 
form of government loans or of securities 
privately purchased, can mean but one 
thing—exporting commodities and delay- 
ing importations from Europe of equiva- 
lent commodities in payment until Europe 
can produce a surplus for exportation. It 
means, too, that to just the extent that 
we export materials to Europe we must 
do without them at home. 

The difficulty with which we are able 
to meet the requirements of our own in- 
dustries suggests, at first thought, tha, the 
amount of: materials that we can expcrt is 
not great. But this statement needs quali- 
fication, because we have some things 
which Europe needs and which we can 
readily afford to send her_if proper credit 
arrangements can be made. To provide 
this credit, not only saving but confidence 
in Europe’s future is needed. The ware- 
houses of Amsterdam are filled with cot- 
ton which European factories want but 
cannot secure because they lack credit to 
purchase it. 

By purchasing foreign securities Ameri- 
cans will not merely reduce non-essential 
consumption here but also provide the 
means whereby raw materials can be pur- 
chased by foreign manufacturers and their 
industrial mechanism set going. 


The Basis of Profitable Foreign Trade 

Foreign trade means exchange of things 
between nations to their mutual advan- 
tage. A rich and powerful nation cannot 
carry on a large and profitable foreign 
trade with a weakened and inefficient na- 
tion. The conditions of the profitable in- 
terchange of goods are lacking. To pro- 
duce these conditions the weakened nation 
must be strengthened and brought upon a 
plane of equality with the rich nation. 
This is not a magic process. It must be 
accomplished by the weakened nation 


through its own exertions with such tem- 
porary assistance as its richer neighbor 
can afford. If the process of reconstruc- 
tion can be hastened by such outside aid 
it should be employed. 

There is only one way in which any 
large amount of credits can be made avail- 
able for Europeans who wish to make 
purchases in the United States, namely, 
by creating a surplus of exportable com- 
modities through saving and careful con- 
sumption. There must also be a willing- 
ness to grant the credits necessary to en- 
able foreign merchants and manufacturers 
to purchase and use these commodities. 
For such credits, in the form of securi- 
ties purchased by us, Europe must pay in- 
terest commensurate with the risk in- 
volved. 

A nation which invests capital in for- 
eign lands will, in the period during which 
such investments are being made, have a 
balance of exports over imports equal to 
the amotint of the investment. When it 
ceases making investments abroad it will 
have an excess of imports over exports 
equal to the interest which it receives on 
its foreign investments, Europe can pay 
the interest on her indebtedness to the 
United States, and ultimately the principal 
of that indebtedness, only by exporting to 
us more than she imports from us. Un- 
fortunately, Europe’s imports during the 
war did not add to, but detracted from, 
her productive capacity. The resuit is 
that she now finds herself compelled to 
export greatly in excess of her imports 
in order to improve her financial status— 
but without the goods to export or the 
wherewithal to produce them. 

It will not be easy to put Europe back 
upon a firm industrial basis, and for that 
reason the foreign exchanges will go back 
to par slowly. International finance is the 
outgrowth of and is subordinate to for- 
eign trade. When the term “foreign in- 
vestments” is deprived of its non-essen- 
tials it means simply a long-term loan of 
the use of commodities. The person who 
invests $1,000 in foreign securities refrains 
from the immediate consumption of com- 
modities and passes the privilege of con- 
sumption or use to his European debtor. 


Difference Between Domestic and Foreign 
Trade 

Writers who do not discriminate have 
found no difference between foreign and 
domestic trade and finance, from an eco- 
nomic point of view. But, as Bastable has 
said, “the existence of special obstacles to 
transfer, in the case of international trade, 
cannot be denied.” Language, distance, 
special currency systems and various other 
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economic and social peculiarities intervene. 
The disruption caused by the war empha- 
sizes these differences and makes more dif- 
ficult the flow of capital to the parts 
where it is needed. 

These differences are reflected, of 
course, in the prices of foreign securities 
and in the interest rates which they bear. 
The 25-year external gold loan of Bel- 
gium illustrates this. The bonds bear 
7%2% interest and sell for 97% and in- 
terest. Belgium will have to pay 964% 
for money. Money secured at such a high 
cost must be put to profitable uses if it is 
to help Belgium regain a better financial 
position. Considering the high rates our 
own companies are paying, this amount 
is not excessive. 

The effects of the purchase of Euro- 
pean securities are here summarized: 

(1.) It will result in the exportation of 


goods to Europe, or the release for con- 
sumption of commodities already in Euro- 
pean warehouses, to the extent of the se- 
curities purchased. 

(2.) It will aid European manufactur- 
ers to get the raw materials needed to 
rehabilitate their industries. 

(3.) It will release our surplus of ex- 
portable commodities and, perhaps, to a 
certain extent, necessitate a reduction in 
our consumption of luxuries. 

(4.) It will tend to promote the advan- 
tageous exchange of commodities between 
Europe and America, by means of which 
both parties surrender less necessary 
goods and receive more necessary goods 
in return. 

(5.) It will increase Europe’s indebted- 
ness to America, increase her interest 
obligations, and thus compel Europe ulti- 
mately to export more to us, or import 





less from us, than would otherwise be the 
case. Bearing in mind that the United 
States has been exporting greatly in ex- 
cess of her imports for a long time, this 
appears unfavorable to the development 
of our export trade. However, Europe 
can pay her interest and debts only by 
exporting goods, so that this must be a 
feature of the return to normal conditions. 

Considering Europe’s impoverishment 
and indebtedness, it is evident that it will 
be a long time before normal exchange 
will be restored; that is, before we re- 
ceive a surplus of imports from Europe 
sufficient to pay interest and accomplish 
a substantial reduction of her indebted- 
ness to us. Under the circumstances Eu- 
rope can afford to borrow only for legiti- 
mate reconstruction purposes and there 
can be little doubt that what we loan 
abroad will be so employed. 


The Prize Market in World Trade 


Latin America and Far East Attracting Commerce of All Nations—Will the United States 
Hold First Place? 


By C. E. HERRING, Assistant Director, Bureau of Foreign and Domestic Commerce 


S so many observers have recently 
pointed out, it seems possible that the 
liquidation of a part of our large 
export trade built up during the war is 
beginning. The decline in the purchasing 
power of a large part of Eu- 


effect on prices, the advantages would be 
only temporary Some of our industries 
are now organized on such a basis that 
over-production is inevitable unless ex- 
port markets can be retained. 


largely of manufactured products than 
our sales to industrial countries in Eu- 
rope or elsewhere, whose purchases in- 
clude a large proportion of food prod- 
ucts and raw materials for manufacturing. 

There is every reason to be 





rope is one important factor 
in the situation, and another 
serious one is the general re- 
striction of credit which seems 
unavoidable under present 
financial and economic condi- 
tions. Needless to say, any 
sudden dislocation of our ex- 
port trade will present seri- 
ous problems for our manu- 
facturers, exporters and bank- 
ers as a whole. Its effect 
could hardly be localized; it 
might mean much more than 
the embarrassment of export 
houses whose very existence 
depends on maintaining their 
foreign sales and finding cred- 
its with which to cover their 
operations during the present 
period of deflation. 

The statistician of the Na- 
tional City Bank of New 
York has recently estimated 
the gross value of manu- 
factured products of the 
United States for 1919 to be forty- 
eight and one-half billion dollars. The 
gross value of exports of manufactured 
goods for the year was about five and 
one-half billion dollars, making the ratio 
of exports 11.3%. In 1914 the propoition 
of manufactured goods exported was only 
4%. Export trade has become such an 
important part of our industrial and com- 
mercial life that a violent setback would 
be reflected far beyond export circles in 
New York and the exports departments of 
certain factories specially interested in 
foreign markets. 

Effect of Declining Exports 

Even assuming that a total cessation of 
some exports would now be beneficial to 
the country as a whole because of the 
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RIO DE JANEIRO, BRAZIL 


The largest and most important port in the republic, favored 
with a deep water harbor and new commercial docks at 


which the largest vessels may be moored 


Apart from over-production, the bene- 
fits of export trade as a stabilizer of do- 
mestic commerce and industry and as an 
adjunct to our shipping interests are so 
well recognized that we may regard any 
permanent loss as a national liabality. 
Our export trade is a “prosperity insur- 
ance” which we cannot disregard. 


With the immediate importance of Eu- 
rope as a market for highly manufactured 
goods diminished, the possibilities of 
maintaining and extending our trade with 
Latin America, the Far East, Australasia, 
etc., are of special interest. Our exports 
to Latin America as a whole and South 
America in particular have increased re- 
markably since 1914. Moreover, our ex- 
ports to South America consist more 


encouraged at the progress 
made in Latin American 
markets during the war, but 
at the same time we must 
realize that increased sales 
there were almost inevitable. 
Our normal competitors in 
those markets were much 
more seriously affected by 
war conditions than our own 
manufacturers and_ traders, 
great as their difficultiés were. 
Our task now is to consoli- 
date and increase the gains 
which came to us somewhat 
fortuitously during the war. 
There is no reason whatever 
to suppose that our manufac- 
turers, traders and bankers 
cannot do this if we will only 
apply to our export trade as 
a whole and to our South 
American trade in particular 
the same sustained interest 
and specialized intelligence 
that we give to our domestic 
trade and industrial problems. 

Our chief competitors were, of course, 
firmly entrenched in the South American 
market before the United States was in 
a position to specialize on foreign trade 
extension. It may be interesting to briefly 
summarize some of the factors, already 
well known to our foreign trade special- 
ists, which have enabled our chief Euro- 
pean competitors to stabilize and extend 
their profitable trade there. 


Pre-war Trade with South America 
Before the war our investment interests 
in South America, except perhaps in min- 
eral properties and in the packing indus- 
try, were of little importance. On the 
other hand, Gfeat Britain, France, Ger- 
many, Holland and Belgium had long 
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realized and taken advantage of invest- 
ment opportunities there, and Italy and 
Spain, -although not investing countries in 
the same sense perhaps, had peculiar ad- 


German manufacturers, purchasing power 
is so reduced and exchange so demoral- 
ized that pre-war markets do not exist. 
Even in major belligerent countries like 
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PICKING COFFEE IN SOUTH AMERICA 
Coffee is the chief industry in Brazil; the yearly output ranges upwards of 


12,000,000 bags a year. 


Brazil is regarded as a good market for a wide 


variety of our manufactured exports 


vantages in trade extension because of 
close racial and cultural ties. Then as 
now our representation was inadequate 
compared with that of other great ex- 
porting and trading nations; our banking 
and shipping facilities were not what they 
are today. 

Great Britain, of course, has long been 
the chief investor in South America. 
Conservative estimates placed British in- 
vestments in Latin America in 1914 at 
$5,000,000,000. French investments were 
estimated at somewhere between $1,500,- 
000,000 and $2,000,000,000. German in- 
vestments were probably not so large, but 
Germany’s chain of banks, her control of 
many important public utilities, and her 
pre-war merchant marine and network of 
trading companies were invaluable aids 
to trade extension. Great Britain and 
France also, and to a less extent Belgium 
and Holland, were heavily interested in 
financial and public service corporations 
throughout Latin America, as well as in 
government obligations of various kinds. 

It was on this sub-stratum of diversi- 
fied investment that the leading European 
nations built up their great and growing 
trade. They also early realized the im- 
portance of establishing trading concerns 
to handle their national products. They 
exported their young men, as well as 
their capital, in order to build up a real, 
permanent trade structure. 

Our manufacturers and exporters have 
now to face a renewal of foreign competi- 
tion throughout Latin America. Some of 
the chief exporting countries of Europe 
have not yet sufficiently resumed normal 
production to enable us to estimate the 
permanence of our gains in certain lines. 
Others are making most strenuous efforts 
to renew exportation on a pre-war scale, 
and this natural tendency is increased by 
the impossibility of making normal sales 
in some countries of continental Europe 
for the present. For instance, in the 
Balkan states and the new states of the 
former Austrian empire, formerly a 
profitable market for many British and 


for JULY 24, 1920 


France and Italy there is every prospect 
that the market for some lines formerly 
imported in large quantities, will be 
greatly curtailed until their heavy adverse 
trade balances can be reduced. 


Intense Competition Inevitable 


All this means, of course, that interna- 
tional competition will be intensified in 
Latin American, Far Eastern and other 
markets not adversely affected by the war. 
It is probable that, for a time at least, 
underselling by European producers will 
not be so easy as it was in some lines 
before the war. In the stress of our own 
transportation, labor and other difficul- 
ties we are apt to forget that most for- 
eign manufacturers have encountered even 
greater obstacles in this respect. So far 
as manufacturers in continental Europe 
are concerned, at least, difficulties in ob- 
taining fuel and essential raw materials 
have presented more acute problems than 
those faced by our own producers. 

At the same time, we cannot assume 


that our competiters’ former advantages 
in the matter of price competition are 
permanently removed. Even if we could 
hope to undersell our competitors or at 
least not to be undersold, price competi- 
tion alone is not a very satistactory basis 
for an extensive foreign trade. Fortu- 
nately there is little ground for criticizing 
the quality or appearance of American 
goods, except in a few notorious cases of 
shipments made by mushroom export 
houses of no standing at home. It is our 
export methods that have. furnished the 
chief talking point against American 
goods, and these have been greatly im- 
proved during recent years. In order to 
consolidate our new South American 
trade we must continue our satisfactory 
progress as regards reasonable credit 
terms, satisfactory quotations, adequate 
representation, intelligent advertising, 
sound packing, absolute conformity to 
samples, protection of our trade-marks, 
etc. 


The Importance of a New Credit System 
Perhaps the matter of most immediate 
interest is that of commercial credits. 
Even in normal times, our policy of 
financing shipments to South America, as 
well as some other foreign markets, has 
often been rather short-sighted. We have 
so often insisted upon the same arrange- 
ments with Latin American customers as 
in dealings with jobbers in the same or a 
neighboring state or in Canada. Some of 
us have made little effort to understand 
Latin American psychology in this regard, 
often feeling perhaps that we did not 
particularly need or desire any trade not 
conforming to our local practice. 

In normal times the arrangement of 
commercial credits satisfactory to Latin 
American purchasers presented no par- 
ticular difficulty for a manufacturer suf- 
ficiently interested in foreign trade to vary 
his ordinary practice a little. Our habit 
of demanding cash in advance of shipment 
or partial payment on acceptance of an 
order has been particularly unfortunate; 
our insistence on sight drafts has suwme- 
times been carried to extremes. Our ex- 
porters and manufacturers must protect 
themselves against undue risk to be sure, 
but under the easier credit conditions pre- 
vailing until recently it seems that better 
terms might often’ have been offered to 
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THE DOCKS AT BUENOS AIRES, ARGENTINE 


One of the big ports for handling our export trade, Argentine importing prin- 
cipally foodstuffs, textile and raw materials for iron, paper and glass manufacturing 
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South American importers of undoubted 
standing and financial responsibility. 

At present, conditions in our money 
market make it specially difficult to grant 
the credits to which Latin American cus- 
tomers have been accustomed. There are, 
of course, the strongest reasons for pur- 
suing a steady policy of deflation, and yet 
it would seem that some flexibility ought 
to be possible so far as financing fore,gn 
trade is concerned. The practice of other 
great exporting nations during the defla- 
tion period should be carefully observed. 

Over-production in some lines seems to 
be more than a possibility, so that a lib- 
eral policy in granting credits covering 
exports for certain markets is more than 
a mere matter of accommodation to this 
or that manufacturer or trading company. 


From the standpoint of our permanent 
foreign trade and our immediate indus- 
trial stability as well, it would seem ad- 
visable to make special efforts to finance 
undoubtedly sound export transactions at 
least to the same extent as our chief com- 
petitors. . 

Whatever may be our immediate policy 
as regards financing shipments for South 
America, we must be prepared to go as 
far as our foreign competitors in meeting 
local requirements when the present crisis 
passes. Latin American dealers in gen- 
eral consider credit in commercial matters 
as a normal and usual proceeding, and 
unwillingness to grant it implies distrust. 
There is logic in their contention that it 
is more unreasonable to make them pay 
for goods they have never seen than to 





grant the commercial credits they desire 
or at least to send goods documents 
against acceptance. 

It is true that before the war German 
exporters, actively aided by German 
banks, went to extremes in financing their 
trade with Latin America. An_ initial 
credit of six months, often renewable, 
naturally lead to an inflation of credit un- 
healthy for all concerned. Some non- 
German houses also granted unduly long 
credits, but on the whole the business of 
other countries was done on a more rea- 
sonable basis. During the war there has 
been a general reduction in the terms of 
commercial paper, which will make it 
easier for us to conform to local require- 
ments. 


(To be continued.) 


How the Webb Law Has Worked Out 


What the Purposes of the Export Trade Act Are—Notable Progress Made by Steel Companies 


T is unnecessary to dwell here on the 

changes the war wrought in commer- 

cial America. From a debtor nation, 
producing an abundance only of.raw ma- 
terials and foodstuffs, the country has 
developed into a creditor nation, still 
growing food for the world, but making 
a great portion of the world’s mechanical 
appliances, its manufactures and its chem- 
icals in the bargain. 


This war development brought with it 
all that could be desired from the stand- 


point of individual business concerns 
building for the day alone and willing to 
let tomorrow take care of itself. But for 
the more farseeing industries and for the 
country at large, the huge, war-won for- 
eign trade and the gaping foreign markets 
which war alone made possible have 
proven a great problem as well as a great 
responsibility. 
The Problem of Holding Trade 

With hostilities ending, it became a 
question for the best business judgment of 
the country how to maintain our newly 
won prestige in foreign markets. That 
prestige had not, it might as well be 
frankly admitted, been the reward of any 
great commercial merit; it was the out- 
giowth of war’s insistent requirements. 
The question before the country was how 
to make up for the gradual cessation of 
those requirements by cultivating the 
qualities of merit and efficient selling or- 
ganizations which, during the war, had 
not been necessary. 

“Big business,” which is to say the 
larger corporations, attacked the problem 
with their customary zeal and efficiency. 
Small business concerns, however, become 
acquainted ‘only recently with foreign 
trade—and that only through buyers who 
could not pick and choose and were there- 
fore easily satisfied—were at a severe 
handicap. For many of them, if not all 
of them. the question of how to maintain 
sales :b oad was a very dubious one. 
They v-e not equipped with selling or- 
ganiza‘ivas; representation of the kind 
require:! could not be provided; they had 
not studied foreign markets; they were 
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Under the Law 
By RALPH RUSHMORE 


not strong enough to compete with the big 
fellows who were piling in ahead. 


Purpose of the Webb Law 


It was in recognition of this very con- 
dition that the Export Trade Act, now 
known as the Webb law, was adopted. 
This law permits any number of business 
concerns engaged in any lines of busi- 
ness to combine for foreign trade. “As- 
sociations” must be formed, certain 
formalities must be complied with, and no 
policies may be practiced which might, in 
any way, deaden or even slightly affect 
the competitive status of domestic com- 
merce; but beyond these conditions, the 
Webb Law practically represents the an- 
nulment of the Federal Anti-Trust laws 
insofar as those laws formerly applied to 
export trade. 

The surface advantages of this law are 
readily apparent. Perhaps the most fa- 
vorable point is the fact that it automati- 
cally put the Government back of ex ort 
trade—a condition which may be better 
appreciated if we hark back to the days, 
not very long ago, when such a thing as 
Government co-operation in business was 
anheard of. Next in importance is 
the opportunity the law gives small 
business concerns to become active par- 
ticipants in export trade and that on an 
equal footing with the more powerful cor- 
porations. Sixteen small manufacturers, 
operating as many “foreign departments,” 
fighting one another as well as their for- 
eign competitors for first place in Scandi- 
navian trade, are a sorry sight compared 
with a combination of them all into one 
big, aggressive organization, allocating 
orders to the various units in proportion 
to their respective capacities and offering 
joint facilities for marketing their pro- 
duction. Overhead costs are reduced; 
ability to handle orders is increased in 
proportion to the number of participants. 

Of no minor significance is the fact that 
the export associations formed under the 
Webb law, acting with the one purpose 
of locating and developing foreign mar- 
kets, can really analyze the field, study it 


as it should be studied and give their 
membership a thorough sales organization 
of the kind which, to all appearances, our 
“exporters” of another day never at- 
tempted. 


The attempt to determine the progress 
made under the Webb law since its en- 
actment is no light task. For all the 
world as though there were two opposing 
factions in the question of whether or 
not we should exert every effort to sta- 
bilize our hard-won foreign trade, one 
encounters interests hotly opposing the 
law, others belittling its value and still 
others who deem it the greatest step for- 
ward in international commerce the 
United States has ever taken. 

For sponsors of the law, and the ones 
who, in all reason, should be taken as 
final authorities on the question, it is 
natural to go to the Federal Trade Com- 
mission. This Commission supervises the 
formation of Webb law associations, re- 
ceives regular reports from them and acts, 
this side of the courts, as judicial adviser 
to the combining companies. Here is 
what Federal Trade Commissioner Hus- 
ton Thompson, formerly assistant attor- 
ney general, said about the law: 

“Disregarding the concerns which, for 
one reason or another, did not qualify 
under the provisions of the Act, there are 
now forty-two which have filed their char- 
ters, articles of association, agreements, 
etc., with the Federal Trade Commission 
in compliance with the Export Trade Act. 


“A better picture can be formed of how 
the act affects our national industrial life 
if we realize that these export associations 
comprise a total of 734 members whose 
plants and factories, number about one 
thousand, are distributed over forty-six 
states of the Union. The products and 
commodities exported by the different 
export associations are drawn from all 
sections of the country. From California 
go out lumber,. hardware, chemicals, fer- 
tilizer, general merchandise; from Illinois, 
meats, evaporated milk, iron and steel, 
lumber, distilled spirits; from Maryland, 
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paper, canned foods, leather; from Massa- 
chusetts, textiles, paper, hardware, sod. 
pulp. Other commodities shipped trom 
various states are copper, agricultural and 
textile machinery, building materials, ce- 
ment, locomotives, webbing material, 
paints, varnishes, dyestuffs, and tanning 
materials, phosphates, soap and cereal, in- 
cluding wheat and corn products. 

“Viewing the situation as a whole, 
therefore, we see the effects of this new 
trade machinery, reaching out into every 
part of our country, opening up new 
arteries of commerce, stimulating indus- 
trial life and, above all, helping to pro- 
mote our export trade.” 


Financial Interests at Odds About Law 


Financial interests, on the other hand, 
are inclined to put a more conservative 
estimate, not on the number of companies 
operating under the law or the scope of 
their products, but rather on the real value 
to our foreign trade which the associations 
thus far formed may be expected to exert. 
In preparing this article, the writer talked 
with an official of a large banking institu- 
tion, with other banking interests, with 
a lawyer who has been very active in the 
formation of Webb Law associations, as 
well as with representatives of the asso- 
ciations themselves. Very briefly, these 
interests gave him the impression that the 
number of Webb Law associations thus 
far formed has been disappointingly small ; 
many of them are loosely strung together ; 
their members are, in several important 
cases, either unwilling or unable to give 
the kind of co-operation that is necessary. 


The observation was inescapable that 


our business organizations have thus far 
displayed a strange temerity of “entering” 
the foreign trade field. 

Whatever the progress made by Ameri- 
can industry as a whole under the law, 
it is positive that certain trade lines have 
formed exceedingly active and efficient 


Webb law associations. The success they 
have scored as a result serves to empha- 
size the tremendous possibilities of the 
plan. 

Two great industries stand out in this 
connection—steel and copper. Interests in 
close touch with the copper situation credit 
the Copper Export Association with hav- 
ing maintained a price of 19c. a pound or 
better for the metal sold abroad, in the 
face of a huge surplus in this country; 
while the independent steel companies, al- 
though far from pushed as yet at home, 
have carved out a big niche for themselves 
in the foreign markets of tomorrow by 
allotting 10% of their capacity production 
to their selling organization. 

The business of the independent steel 
companies which have combined under the 
Webb Law is being carried on through a 
corporation known as the Consolidated 
Steel Corporation. Brought together un- 
der this association are Bethlehem Steel, 
Midvale, Lackawanna, Republic Iron & 
Steel and a number of others. As stated 
above, these companies have agreed to 
allocate 10% of their production for ex- 
port purposes and already their organiza- 
tion in the export field is second only to 
that of the U. S. Steel Products Corpora- 
tion. 

Discussing the outlook of steel exports 
with various authorities, the value of the 
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Consolidated Steel Corporation to the 
member companies becomes appai ‘nt. 
There are still some uncertainties in con- 
nection with the interpretation of the 
Webb law; for example, the question of 
whether the steel organization, or other 
similar combines will be permitted to char- 
ter and operate their own cargo fleets has 
yet to be decided upon. However, sub- 
stantial progress has been made in the 
general exporting field and much confi- 
dence is expressed in the future. In this 
connection, it may be of interest to present 
some of the points with regard to future 
competition in the steel industry which 
were brought to the writer’s attention by 
the authorities consulted. 


The Steel Industry’s Future Abroad 


The most pleasing discovery made was 
that the steel men, without cherishing any 
undue illusions, are quietly confident of 
the future of American steel in foreign 
markets. Barring unforeseen changes for 
the worse in the labor situation, or the 
enactment of oppressive legislation, they 
evince no doubt as to the industry’s ability 
to weather the competition that is in store 
for it. 

Great Britain, it is pointed out, is the 
only near competitor of the United States 
at the present time, and will probably con- 
tinue next in line for some time to come. 
Many developments of an unfavorable na- 
ture have taken place in that country, how- 
ever; cheap labor has practically disap- 
peared; the steel industry is seriously 
hampered by a lack of coal, and the drag- 
ging burden of labor unrest is delaying the 
country’s industrial recovery. While John 
Bull is struggling through this mesh, 
American steel men, through their very 
active Consolidated organization, are man- 
aging to slip into many markets not open 
to them before. 

In an interview published in the London 
Times, of recent date, Eugene Grace, 
president of Bethlehem Steel, was asked: 
“In the future, you will be able to sel! 
steel cheaper than we (the British) can 
make it ourselves?” In reply, Mr. Grace 
was quoted as saying: “Yes—it is merely 
a matter of freight rates.” 

This information is backed up by the 
fact that recent prices quoted in a distant 
market gave the Consolidated Steel Cor- 
poration as offering for July-August-Sep- 
tember shipment at prices 20% below those 
from the United Kingdom. 


Why the Webb Law Should Be Used 


The question may be raised whether the 
thriving domestic business of the nation 
and the evidences that no great let-up in 
that business is likely in the near future, 
does not postpone the time when our in- 
dustries should start worrying about for- 
eign markets. By way of answer, nothing 
could be much more to the point than this 
fact: In every office the writer visited 
while collecting material for this article 
the point was emphasized and re-empha- 
sized that the industries of the United 
States face a period of very sharp competi- 
tion even during the process of recon- 
struction abroad. Apparently the belief is 
universal that to ignore foreign trade pos- 
sibilities today and to fail to take advan- 
tage of any opportunity to solidify that 
trade is to court something closely ap- 
proaching disaster. 

Business organizations which, because 


of mutual distrust or lack of foresight, do 
not join forces now under the Webb Law 
are letting a golden opportunity slip by. 
The example of the steel and copper men 
should teach them that it is not only pos- 
sible, but profitable for business to com- 
pete at home and combine abroad. 





FOREIGN TRADE OF U. S. IN FISCAL 
YEAR 1920 


The foreign trade of the United States 
in the fiscal year which ends with this 
month will make a new “high record.” 
In both imports and exports, says a state- 
ment by the National City Bank of New 
York, the figures of the fiscal year 1920 
will exceed in value those of any pre- 
ceding year. Exports will apparently ex- 
ceed 8 billion dollars against 7% bil- 
lions in the fiscal year 1919, 6% billions 
in 1917, and 2% billions in the year imme- 
diately preceding the war. Imports will 
make the astonishingly high record of 
$5,000,000,000 against $3,000,000,000 in 
1919, a little over $2,500,000,000 in 1917, 
and less than $2,000,000,000 in 1914, the 
year preceding the war. The total foreign 
trade for the year will exceed 13 billion 
dollars against 10% billions in 1919, 
slightly less than 9 billions in 1918 and 
1917, and 4% billions in the year prior 
to the war. 





GREAT TRADE OPPORTUNITIES IN 
CHINA 

C. C. Nieh, president of the Shanghai 
Chamber of Commerce, said recently : 

“At present there is only one limitation 
to Chinese-American trade, but it is a 
very important limitation. The Chinese 
as buyers are not fully developed; their 
purchasing power is low. You in Amer- 
ica spend more than fifty dollars a year 
per person for clothing while we in China 
spend only one dollar for the same pur- 
pose. If we could increase this item to 
two dollars we could take the entire out- 
put of your New England mills. This is 
simply an index of the enormous possi- 
bilities of the Chinese market. If you 
want to develop your trade in China you 
must develop the Chinese as buyers. If 
you want to develop them as buyers you 
have to help them develop their indus- 
tries. 

“Their wealth can only be increased by 
the utilization of their natural resources. 
You can help them with your capital and 
your industrial skill, your engineering and 
business knowledge. This means co-op- 
eration with Chinese business men, with 
Chinese labor and with Chinese people. 
It means also that American financiers 
must co-operate with Chinese manufac- 
turers. In so far as this co-operation is 
real and effective, the profit will be large 
and will be shared by all. As soon as 
any party tries to reap the profit in a 
selfish way, the profit will be small and 
will not last.” 





FRENCH BEET SUGAR CROP 

Vice Consul Davis B. Lewis says the 
beet sugar acreage in France decreased 
from 620,000 acres to less than 200,000 
during the war, due to the fact that 142 
out of 206 sugar factories were located 
in the war zone. The amount of sugar 
beets produced in the vicinity of La 
Rochelle in 1919 was 5,000 tons. 
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Bond Market Has Probably Turned 


Better Coal Production—Exports Hold Up Remarkably Well—Slight Increase in Steel Orders 
and Iron Production—Commodity Prices a Shade Lower 


HE fall in the yield on hith grade 

bonds to 5.72%, as shown on the 

graph at bottom of this page, prob- 
ably indicates the turn in bond prices for 
the better. The money outlook is still 
clouded, as indicated plainly enough by 
the rates of 8% to 9% for time money 
and 8% for commercial paper which now 
prevail; but some preparations for fall 
requirements have already been made, 
and we must remember that the Federal 
Board now controls the money market— 
within limits, of course. 

The function of the Board is to relieve 
excessive stringency just as much as to 
throw ice water on excessive expansion. 
For about eight months they have been 
throwing on the ice water; but if time 
money goes above 9% this fall or com- 
mercial paper above 8%, it would cer- 
tainly be reasonable to assume that a 
degree of stringency had been reached 
where it was right and proper for the 
Board to step in and permit such an in- 
crease in rediscounts as would relieve the 
situation. Without claiming to be a mind 
reader, this is what I should expect them 
to do. 

I don’t believe bonds will go any lower 
than they have been already unless money 
rates reach a new high point. Liberties 
have shown a very good rally, and rail- 
road bonds have followed suit. Other 
bonds have not risen so much, but they 
are showing a good tone. Bonds in gen- 
eral are so dirt cheap that prices will make 
a pretty good resistance to any further 
unfavorable developments. 


By G. C. SELDEN 


The quick rise in the Swiss 
bonds to 103 shows that there is money 
ready for exceptionally attractive oppor- 
tunities. This is a natural result of the 
gradual accumulation of capital, which 
will continue, slowly but steadily, now 
that our war costs and war wastes are 
being cut down. Of course the Govern- 
ment has a big interest bill to meet, but 
all that money comes right back to the 
people and a good deal of it will be re- 
invested. In fact, taxation for the pay- 
ment of this bond interest wil) really 
represent a considerable transfer of 
money from the spending class to the 
investing class, and will thus operate to 
speed up the accumulation of capital. 

It seems to me that money rates ought 
to stay about where they are, with prob- 
ably periods of greater ease in call money, 
until September, but the concerted action 
of the Railroad Executives and the I. C. 
C. for speeding up car movement and in- 
creasing car loads will, if successful, re- 
lease a lot of money which is now tied up 
and may bring easier rates. 

The movement of industrial stocks does 
not predict any very serious business 
liquidation, nor does the movement of 
commodity prices, as will be seen from 
the large graph. While the prices of 
some articles have fallen very sharply, 
others have advanced, so that the net 
general decline is not great. Doubtless 
the price level has turned downward, or 
at any rate will not materially exceed the 
last high point, but it is useless to look 
for any big general break, as there are 
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many lines in which a genuine scarcity 
still exists. 

Copper can’t very well sell much cheap- 
er, as production would certainly be cut 
down if it did, and the stock of war 
copper left over has now been much re- 
duced. Higher prices for copper are 
only a question of time, but of course it 
might be quite a long time. There is no 
big demand in sight right now. 

U. S. Steel’s unfilled orders are now 
big, and if traffic congestion can be re- 
lieved so that production can be in- 
creased, some decline in orders ahead 
would naturally be expected. The wage 
award, due July 20, will encourage the 
railroad men to shove the cars around a 
little faster, and the increase in demur- 
rage penalties will operate in the same 
direction by causing shippers and con- 
signees to hurry loading and unloading. 
Coal production is still a little below nor- 
mal for the present activity of general 
business, but the main trouble is in mov- 
ing the coal. 

Our foreign trade balance holds up re- 
markably, but it is hard to see how the 
broad trend of this figure can be other- 
wise than downward. Even if our ex- 
ports keep up, imports will gradually in- 
crease, as America is the only big com- 
mercial nation which can really afford to 
buy goods now beyond immediate neces- 
sities. 

While I look for some further business 
liquidation, I don’t believe we are in for 
any real depression for some time to come. 
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The above graph shows the changes in the interest return obtainable on high-grade investments. 


It is based on the yield (to ma- 


turity) of ten bonds which are so strongly secured that their price changes are due almost solely to changes in the general supply 
of capital as compared with the demand for capital. The graph is also an accurate index of the trend of high-grade bond prices 
reversed. That is, prices rise in proportion to the fall in interest yield, or fall in proportion to the rise in interest yield. Any aver- 
age of bond prices (as distinguished from yield) is affected by the maturity dates of the bonds used. This element has been elim- 
inated from the above graph in order to give an accurate reflection of the trend of the market for high-grade bonds. 


for JULY 24, 1920 


381 





What Thinking Men Are Saying 


Daniel Guggenheim Sees No Warrant for Business Pessimism—Banks Continue to Urge Extreme 
Caution—Pronounced Recoveries Made by Allied Countries 


BUSINESS CONDITIONS DO NOT 
JUSTIFY PESSIMISM 


Daniel Guggenheim Intimates That Up- 
turn Is Coming 


“While there seems to be a sentiment of 
doubt as to the future on the part of 
many of our large business interests, I 
wish to express myself as believing that 
there is absolutely nothing in the present 
situation to justify any pessimism; in fact, 
business is merely waiting for something 
to turn up which will give impetus to 
general optimism. 

“As to the outlook for the metal mar- 
kets, it would be useless at this time to 
attempt any prediction. The clearing up 
of the foreign exchange situation and the 
financial readjustment on the part of 
European countries will materially relieve 
the present uncertainties. We are now 
just marking time but I wish to emphasize 
the fact that there is nothing to justify 
any pessimism.” 


ANY INCREASE IN CREDITS WILL 
ONLY DELAY DEFLATION 


National City Bank Says Readjustment 
Must Be at Lower Values 


“People .are prone to confuse the 
powers of credit and capital, to think 
that the former can be substituted for the 
latter to a greater degree than is pos- 
sible. Credit is purchasing power; you 
can buy things with credit but you cannot 
make things with it. Credit is an in- 
tangible. thing, while capital is always 
something tangible, as lands, buildings, 
machinery, materials. 

“Credit gives mobility to capital, helps 
to make capital available in different ways 
and places, but when it comes to actual 
production nothing can be done without 
labor and capital. It follows, therefore, 
that if the use of credit as purchasing 
power is increased faster than the supply 
of labor and capital is increased, wages 
and prices will be forced upward. 

“We have had that during the past 
year, and the movement has been carried 
to the point where a reaction results 
from natural causes. Some lines of in- 
dustry have outrun others, the situation 
is out of balance, the natural reciprocity 
is lost, the industries are not mutually 
supporting as they must be for a state 
of permanent prosperity. 

“There must be a readjustment and in 
view of the strained condition of credit 
it must be at a lower level of values. 
There can be no relief for the credit sit- 
uation except at a lower level of values, 
where less credit will be required to 
handle the business of the country. 

“Of course just as much business can 
be done, just as many goods made and 
distributed, at one level of values as an- 
other. Nothing has been gained by the 
great expansion of bank credit and rise of 
prices which have taken place during the 
past year. The situation is more difficult 
to deal with now than it was then, and 
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every increase in the volume of bank petroliferous); and the figures are stag- 


credit and advance in the price level will 
make it still more difficult, because the 
ground will have to be retraced.” 


RESERVE NOTE ISSUES SHOULD NOT 
BE INCREASED 
Secretary Tregoe, Natl. Assn. of Credit 
Men, Would Educate Money Hoarders 
“The Federal Reserve system has given 
us machinery for the supplying of our 
legitimate requirements. But we now 
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know that it is highly desirable that the 
issue of Federal Reserve notes should 
not go beyond the present point; in fact, 
that the volume should be reduced. 

“One way to reduce the volume is to 
quicken the circulation of this currency 
in the hands of the people, and we can 
help assure this process by not carrying 
pocket money around with us beyond our 
reasonable needs. The hoarding of cur- 
rency is to be especially condemned. The 
tendency to hoard among foreign-born 
workers, whose earnings today are in ex- 
cess of anything they have ever enjoyed, 
is well known. 

“We should try to establish the con- 
fidence of these people in our various 
classes of saving institutions and to get 
into circulation all this large amount of 
currency which they keep in hiding.” 


TRANSPORTATION TIE-UP ONLY 
HANDICAP TO OIL INDUSTRY 
W. A. White Says Supplies Are Ample for 
All Purposes 


“The fuel oil developments of the 
world are considerably in excess of the 
amount of oil exported, due entirely to 
lack of transportation. This may be 
readily demonstrated by taking Mexico 
alone, of the Western Hemisphere, dis- 
regarding California, Texas, Oklahoma, 
and last but by progress not least, Peru 
and Venezuela (of which large areas are 


gering. 

“The present daily potential production 
of Mexico (but not exported) is around 
762,080 barrels, or 278,160,000 barrels a 
year, equaling 42,100,000 tons, and this out 
of a very small percentage of the petroli- 
ferous area. To handle this quantity 
would require eleven 10,000-ton tank ships 
to sail daily from the ports of Tampico 
and Tuxpam. Give each ship an average 
voyage of thirty days’ round trip and we 
find it would require 335 ships of this size, 
er twice the world’s present total oil ton- 
nage, to transport the fuel oil of the Tam- 
pico district of Mexico alone. When it 
is remembered that this district represents 
less than 1% of the world’s total produc- 
tion, we need have no fear of the fuel oil 
supply for the future generation being 
assured. In fact, the present potential 
production of the Tampico field alone is 
18% of the total coal production of Great 
Britain. , 


NUMBER OF “BAD ORDER” 

MUST BE REDUCED 

Daniel Willard Estimates 25,000 Were 
Added During Federal Control 


“When the Government of the United 
States took possession and assumed con- 
trol of the railroads on the first of Jan- 
uary, 1918, the carriers so taken over 
owned at that time approximately 2,260,- 
000 freight cars, of which number 5.7% 
or 128,780 were reported as in bad order 
and unfit for service. During the 26 
months’ period of Federal control the 
Government purchased roundly 100,000 
freight cars and 2,000 locomotives, which 
was somewhat less than the number of 
freight cars and locomotives which the 
same railroads had been in the habit of 
buying during each 12 months previous 
to Federal control. 

“At the termination of Federal control, 
on March 1, 1920, the same railroads 
reported ownership of 2,362,000 cars or 
about 103,000 more than that at the begin- 
ning of Federal control. They also re- 
ported 6.7%, equal to 153,727, as in bad 
order, or 25,000 more bad order cars at 
the end than at the beginning of Federal 
control. During the period of Federal 
control the Government did not retire as 
great a number of cars as the companies 
had been in the habit of retiring during 
similar periods of time in the past, be- 
cause of obsolescence and for other rea- 
sons. 

“The last monthly report submitted by 
the carriers shows 7.4% bad order cars 
in the United States as against 5.7% at 
the beginning of Federal control, an in- 
crease of 50,000 cars unfit for use and 
actually out of service. It should ordi- 
narily be possible to keep the number of 
bad order cars below 4% of the total 
number owned, and if that condition could 
be brought about today, it would result 
in immediately making effective on the 
railroads as a whole in the United States 
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more than 75,000 cars that are now out 


of service because unfit to run. This is’ 


one of the first and most important prob- 
lems confronting the carriers at the pres- 
ent time.” 


INDUSTRY CAN WELL AFFORD 
HIGHER FREIGHT RATES 


Saimual Vauclain Believes He Could Dou- 
ble Earnings with Better Rail Facilities 


“Transportation is the key of business. 
Without it business cannot go on. For 
business to be successful the railroads 
must be successful. I could use 5,000 more 
men at the Baldwin Works if I could get 
the materials hauled in to work with. 
What the railroads need is an increase in 
rates of 50%. 

“The railroads must be allowed to earn 
money the same as any line of business. 
Railroads are business concerns. They 
manufacture transportation and it is just 
as important that the railroads should 
earn mcamey as any business, Railroads 
thing mrvast be done to relieve the situa- 
have to pay more for their coal, for their 
labor andi for materials the same as other 
lines of business. Unless they are al- 
lowed a price for their transportation 
that allows them a profit there is no in- 
centive for the railroads to go on. If it 
costs more to operate the roads than they 
receive—why, the less business they do the 
less mongy they lose. 

“If the Baldwin Locomotive Works had 
to pay $750,000 more a year in increased 
rates I could make $1,500,000 more net a 
year because of the larger business the 
increased transportation facilities made 
possible by increases in rates would per- 
mit me to do, and after deducting the 
$750,000 increased freight rates I would 
have $750,000 more for my stockholders. 

“The attitude of the public towards 
transportation must be changed. We can 
afford to pay a vastly increased amount 
for freight if it would give us an adequate 
service in place of the abominable service 
we are now getting.” 


RAILROAD LAW WILL NOT HELP 
OVERCAPITALIZED COMPANIES 


Judge Lovett Cautions Investors Not to 
Consider Law a “Cure-All” 


“Notwithstanding its defects and omis- 
sions, the new law marks great progress 
in railroad legislation. But it is not a 
cure-all; and there is a tendency to expect 
too much of it. The railroads that were 
conspicuously successful before will con- 
tinue successful, and those that were un- 
sound before will fail. There is about 
as much difference in railroads as there is 
in men, and an unsound railroad can no 
more be made sound by law than an ill 
man can be made well by law. Those 
roads that were unwisely located where 
the traffic is and must continue to be in- 
sufficient, or have been otherwise improvi- 
dently built and are overcapitalized, will 
not be saved by this law. They must face 
reorganization and a scaling down of their 
securities to something like the reasonable 
value of the property, based upon its 
earning capacity, which I still insist is the 
controlling measure of value. The hold- 
ers of stock and bonds of this type, who 
have been looking to this law to give to 
their securities a value they never had 


for JULY 24, 1920 


before, and which they do not intrin- 
sically possess, wiil be disappointed.” 


AMERICA CAN TAKE FIRST PLACE 
IN WORLD TRADE 


Senator Edge Urges That No Time Be Lost 
in Inaction 


“The United States must lose no time 
in cultivating world markets not only for 
its own benefit, but also to aid in up- 
building devastated friendly countries. 
We have industries of unsurpassed poten- 
tial productivity, we have the raw mate- 
rials, and we have an American merchant 
marine in which to transport our exports 
and imports, and we must cultivate for- 
eign fields. 

“The export finance amendment .to the 
Federal Reserve act provides for financing 
American business activities, by expand- 
ing the American banking system to i:nter- 
national proportions, and there is no rea- 
son why America should not be first ir 
the field for world-wide trade.” 


SHIPPING BOARD WILL BROOK NO 
FOREIGN INTERFERENCE 

Rear Admiral Benson Says Competition 
Will Be Fair and Square 

“In the attitude that I take in pushing 

the American merchant marine there is 
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no occasion for international irritation. 
Under no conditions, however, should we 
allow anybody to dictate to us what our 
policy should be. No one can tell us how, 
when or where we shall operate our ships. 
I know it is going to be a keen fight and 
a severe one, but we cannot succeed un- 
less we have the united support of the 
people of this country. 

“Neither can we succeed with our ships 
owned by the United States Government. 
Government ownership of ships will stifle 
the efficiency and initiative of our mer- 
chant marine. Our railroads are already 
congested beyond consideration, and some- 
tion. Our plan, however, is not intended 
to interfere with the railroads, but to help 
them. I can assure you that the board 
will exercise its great powers intelligently 
and with due consideration to the business 
interests of the country and our foreign 
competitors. Our powers will not be util- 


ized as a club against our foreign com- 
petitors, but only as a club to make them 
play the game squarely. And we pro- 
pose to make them do so.” 


BRITISH LABOR IS GRADUALLY 
SETTLING DOWN 


Chairman Mills, of Ebbw Vale Steel, Sees 
Improvement in Labor’s Attitude 
“Despite appearances, compared with 
most other nations, we are settling down 
in this country, and are in an enviable po- 
sition. Vast numbers of Britishers are 
beginning to realize that striking for an 
increase of wages is not the way to get 
prices down, and that the best of all ways 
is to increase production; that the profi- 
teers’ opportunity has gone when an am- 
ple supply instead of a deficiency of his 
particular commodity is on the market; 
that they are still going to be working 
for a weekly wage and under some sort 
of a ‘boss’ even if the State or the Soviet 
replaces the private employer. The work- 
man is beginning to realize he would pre- 
fer to discuss his grievances promptly 
with me, and my kind, rather than with an 
army of officials who know nothing of the 
subject and because of that lack of knowl- 
edge (which, under the circumstances of 
their appointment, is excusable) defer and 

balk inquiry.” 
SLACKING LABORER INCREASES 
THE BURDEN OF EVERYONE 


American Exchange National Bank Scores 
Laziness and Revolt 

“Capitalism is justified as a system for 
achievement upon the sole ground that it 
provides an incentive for endeavor. 

“The beneficiaries of the system who 
indulge in practices (profiteering) which 
tend to make the evils of the system out- 
weigh the good, are the enemies of them- 
selves and of every other beneficiary of 
the system, for they invite its destruction. 
The slacking worker is his own enemy 
and a traitor to the public and to his 
fellow workers, because his slacking in- 
creases the cost of the thing he produces 
and forces advances in prices which in- 
crease the burdens of all. If he slacks 
because of laziness he should be penalized, 
for he thereby refuses to contribute his 
full share to the general fund and in- 
creases the burden of his fellows. If he 
slacks in a spirit of revolt against his 
individual employer, or the system of 
which he is part, he is ignorant and is in 
need of enlightenment, for he merely in- 
jures himself. 

“The agitator, if he is either an emo- 
tionalist emancipator of the proletariat 
or a self-seeking demagogue, will brand 
such statements as propaganda and cap- 
italistic lies, but their denunciation will 
not make the statements any less true. 
Their truth is so obvious that it hardly 
seems worth demonstration. Slacking is 
possible only when the demands for the 
worker's product exceed the supply. 

“At other times the employees would 
not tolerate it, but when the demand ex- 
ceeds the supply the employer is indiffer- 
ent, as the condition allows him to charge 
what he pleases, and he merely adds the 
increased cost arising out of the slacking 
of the worker to the price and lets the 
consumer, who might be the worker him- 
self, pay it.” 
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Burlington Joint 4s—When Will They Be Paid and How? 


Problems of Refunding An Obligation That Imperils the Position of Northern Pacific and 


ORTHERN PACIFIC - Great 
Northern Burlington joint 4s, of 
which $215,227,000 is outstanding, 
mature July 1, 1921. As this is the 
largest corporate maturity in the his- 
tory of American finance, the margin of 
security, aside from the two guaranties 
not too large, and the due date the most 
trying for refunding operations since 
the Civil War, it is not impudent to in- 
quire: 
First—Will the bonds be paid when 
due? 
Second—How will they be paid? 
Although these bonds are usually re- 
ferred to as “Burlington joint 4s,” Chi- 
cago, Burlington & Quincy Railroad 
has no obligation on account of them. 
They are collaterally secured by the de- 
posit of $107,613,500 par value of Bur- 
lington stock, or in the ratio of $500 
stock to each $1,000 bond, and further 
by the guaranties of Northern Pacific 
Railway and Great Northern Railway. 
Each of the guarantor companies is 
obligated primarily for one half of the 
bonds, but in case of default by either 
company the company not in default 
becomes sole owner of the deposited 
Burlington stock and becomes solely 
obligated for the whole issue of bonds. 
From the point of view of the bond- 
holder, it is unnecessary to inquire 
how the obligation would be divided be- 
tween the guarantor companies if both 
were in default, because either would 
be good for any deficiency that might 
occur between the -par value of the 
bonds and the market value of the 
collateral. It may be assumed, how- 
ever, that the obligation to make good 
such a deficiency would be divided 
equally between the guarantors. 
Using the decision in the case of 
‘Denver & Rio Grande’s guaranty of 
Western Pacific’s bonds as a precedent, 
it may be concluded that the guaranty 
is subject to all the mortgage debt of 
Northern Pacific and Great Northern 
but is superior to Northern Pacific 
stock and Great Northern preferred. 


Present Value of Collateral 


The book value of Burlington stock 
at the close of 1919 was $318 a share, 
compared with $200 for which the stock 
is pledged. This seems like an ample 
margin, but stocks do not sell on their 
book values. Southern Pacific stock, 
for instance, has a book value of about 
$300 a share, exclusive of the Com- 
pany’s ownership of oil lands. 

The property account of Burlington 
at the close of 1919 was about $493,000,- 
000, and the funded debt about $168,- 
000,000, leaving about $325,000,000 for 
the $110,839,100 stock. Eliminating 
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current items, unadjusted items and the 
investment in outside properties, mostly 
made up of the Colorado Southern 
holdings, the equity for the stock 
in Burlington proper was equal to $293 
a share. 

Burlington paid regular dividends of 
7% from 1902 to 1907 inclusive, with an 
extra dividend of 6% in 1907, and regu- 
lar dividends of 8% from 1908 to date, 
with an extra dividend of 10% in 1917. 
During the eighteen years to the close 
of 1919, dividends averaged, inclusive 
of extras, 8.6% per annum. 

There may have been a time when a 
7% railroad stock was _ intrinsically 
worth $200 a share, but it was not dur- 
ing the life of these bonds, and it can 
only be concluded that the guarantor 
roads were induced to pay such a price 
in order to strengthen their traffic al- 
liances. 

Considering Burlington on its pres- 
ent dividend basis, what is an 8% rail- 
road stock worth in this market? What 
is it likely to be worth in the summer 
of 1921? It would be unfair to com- 
pare this issue with such stocks as 
Delaware & Hudson, whose 9% is in- 
secure, but Louisville & Nashville, a 
well secured 7% stock, is selling below 
100. To find a stock selling at the 
pledged ratio of Burlington, one must 
take Jersey Central, paying 12%, earn- 
ing more than Burlington and owning 
a veritable mine of undisclosed assets. 
Were Burlington even paying 12%, its 
stock could not rank in value with that 
of Jersey Central. 

Assuming that it would be possible 
in these times to obtain any kind of an 
underwriting for Burlington stock, it 
has been estimated that, on an 8% 
dividend basis, its asset value and the 
company’s earning record, 135 would be 
a fair price. Leaving this estimate, it 
is more practical to inquire what Bur- 
lington could make its stock worth by 
increasing its dividend. 

During the past ten years, Burling- 
ton’s income applicable to its stock has 
averaged $18.34 per annum. During the 
past four years, income on the stock 
has averaged $23.29. Two of these 
years were the result of operations and 
the other two of rental. Under Federal 
control, Burlington gave every indi- 
cation of its ability to earn more than 
its rental provided rates were adjusted 
to yield 542% on the aggregate railroad 
property in its region. 

This record demonstrates that Bur- 
lington could increase its regular divi- 
dend rate, provided it could retain all 
its net operating income, but under the 
terms of the Transportation Act part 
would be subject to recapture. 
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Return on Investment 

During the three-year test period 
ended June 30, 1917, Burlington aver- 
aged to earn 7.02% on its investment 
account. Had the Transportation Act 
been in effect at the time, .51%, or half 
the excess over 6%, would have been 
subject to recapture. In order to re- 
tain 7% and make as good a net show- 
ing as it did in the test period, Burling- 
ton would have to earn 8% on its prop- 
erty investment. Of all the roads in 
the country, the only ones to make 
such a showing during the test period 
were Nashville, Chattanooga & St. 
Louis, whose investment account has 
since been shown to have been greatly 
under-stated, Pittsburgh & Lake Erie 
and Philadelphia & Reading. 

On account of its increased invest- 
ment, 7% on Burlington’s property ac- 
count as of December 31, 1919, would 
provide net operating income of about 
$34.510,000, compared with rental of 
$33,360,000, also equal to about 7% on 
the average property account in the 
earlier period. But, to retain this sum, 
Burlington would have to earn 8%, or 
$39,440,000. 

By reason of the relatively small 
issue of stock compared with its in- 
vestment, a decline in income, from re- 
capture or otherwise, on the property 
account, would diminish earnings as 
applied to the shares in much greater 
ratio. Thus %% on the property ac- 
count is equivalent to 2.22% on the stock. 

Assuming, however, that Burlington 
can earn 7% on its investment and re- 
tain 64%, the balance remaining to the 
company would be equal to about $20 
a share on the stock. With income run- 
ning at this rate, there appears to be no 
reason why the company could not 
safely increase its dividend to $12, or 
possibly $15. 

Before taking up the question of what 
rate Northern Pacific and Great North- 
ern will have to pay for refunding this 
issue next July, it will be well to con- 
sider whether there is likely to be any 
refunding operation. 

Two provisions of the Transportation 
Act have a marked bearing on this 
question. It is provided that the Inter- 
state Commerce Commission in author- 
izing consolidations shall group the 
carriers as far as possible into com- 
petitive systems. The Commission is 
given authority over new capital issues, 
financing and the issuance of short- 
time notes where they exceed 5% of 
the total debt. 


No Possibility of Merger 
Reports of a plan to merge Northern 
Pacific, Great Northern and Burlington 
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were published about a year ago, and 
promptly denied by the officials of the 
various companies. The two former 
are strictly competitive throughout the 
greater part of their main lines, and no 
joint control would be _ permissible 
under the Transportation Act. 

While Burlington is an east-and-west 
liné, it would be difficult to show that 
it is a competitor of either of the others 
under the meaning of the Act. It has 
no outlet to the Pacific Coast except 
through the other roads at Billings, 
Mont. Likewise, Northern Pacific and 
Great Northern depend upon Burling- 
ton for their entrance into Chicago. 
The most that could be contended is 
that Northern Pacific and Great North- 
ern tend to diminish competition be- 
tween themselves by their joint control 
of Burlington. 

It is not the control of Burlington 
that is objectionable, but the manner 
of financing the control. If the joint 
4s be deemed a Burlington obligation 
for the purpose of illustration, against 
a property account of $493,000,000, there 
would be a debt of $390,000,000, after 
allowing for the issuance of bonds 
against the small amount of uncon- 
trolled and unpledged stock. This 
would give the stock an apparent equity 
of $93 a share in Burlington proper. If 
the outside investments be included, 
the stock, after charging against it 
bonds in the ratio of two to one, would 
have an apparent equity of $118 a 
share. 

As far as the investing public is con- 
cerned, it makes no difference where 
the obligation rests. While the guar- 
anties of Northern Pacific and Great 
Northern have the effect of unsecured 
notes, the real mortgage security is in 
Burlington itself. Under the hypothesis 
here stated, Burlington’s debt is $390,- 
000,000, compared with a stock equity 
of about $130,000,000, inclusive of out- 
side investments. 

The clause of the Transportation Act 
giving the Interstate Commerce Com- 
mission authority over financing and 
refunding having been framed in the 
interest of the investing public, it may 
be assumed that the provision will be 
administered in the same _ interest. 
There is no precedent on which to base 
an assumption of the Commission’s 
probable action in this and similar 
cases, but the policy followed by vari- 
ous state commissions having similar 
authority, holds out little hope that an 
extension would be authorized, even if 
acceptable to bondholders 


Financing Railroad Control 


One of the arguments advanced in 
favor of the 5%% clause of the Trans- 
portation Act was that a substantial 
part of the railroad bonds outstanding 
were not well secured as to assets or 
earnings. It was pointed out that the 
policy of starving the roads, by bring- 
ing their shares to a heavy discount in 
the market, had forted the roads to 
finance with the aid of bonds to a de- 
gree that passed the bounds of pru- 
dence. 

Under the higher rates, it is ex- 
pected that railroad shares will enjoy 
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a better investment position, and the 
chief excuse for issuing bonds to the 
limit of the company’s capacity will be 
removed. At least, it will be difficult 
to convince the Commission of the ne- 
cessity of issuing bonds to purchase 
the stock equity of another road. 
Whether the Commission would take 
a different position on an application 
to issue or extend bonds to retain 
such an equity formerly acquired, it 
would be hard to predict. At the best, 
the commission would doubtless require 
the loan to be reduced, where the mar- 
gin was as small as in this case. 

Northern Pacific and Great Northern, 
in their control of Burlington, have 
fallen victims to a changed credit situ- 
ation. What a railroad stock was worth 
in 1901 is no measure of its value in 
1920, and will be no measure of its 
value in 1921. Rates for railroad credit 
in the interval have increased nearly 
100%, and the only way to restore the 
market value of a railroad security is 
nearly to double the return. 

To attempt to predict what a railroad 
property or security will bring under 
forced sale is a risky guess. As an 
illustration, $90,000,000 had been in- 
vested in Western Pacific, including 
general expensé and interest during 
construction. The Commerce Commis- 
sion has valued the property, as of a 
later date, at $68,000,000, but the upset 
price under foreclosure was fixed by 
the court at $18,000,000. 

If the holders of Burlington joint 4s 
and the controlling interests of North- 
ern Pacific and Great Northern could 
be counted on to work out the difficulty 
amicably, no great loss might fall on 
the stockholders of the two guarantor 
companies, but hostilities will certainly 
place them in jeopardy. 

There is no doubt that these col- 
lateral bonds are good. They may not 
be paid in full on their due date, but 
holders will eventually get their money 
or something better. It is this very 
possibility of getting something better 
that raises the risk for the stockholders 
of Northern Pacific and Great North- 
ern. 

Computed at par, there is about 
$500,000,000 stock equity in the two 
holding roads. Even at 50, there is 
$250,000,000 stock equity, or more than 
the total obligation on account of the 
Burlington joint 4s. Thus, any de- 
ficiency between the face of the debt 
and the market value of the collateral 
is amply covered in the guaranties. 


Conclusion 


Throughout the year there has been 
heavy distribution of Burlington joint 
4s at a supported price. The excessive 
activity of the issue, coupled with the 
narrow fluctuations, is evidence of the 
selling under a systematic campaign. 
The insurance companies, which would 
rather have their money than a profit 
at the end of a controversy, have prob- 
ably been the chief sellers. 

At the market the bonds yield about 
11%%. They are certain to be paid 
some time and in some form. They 
may even show a big profit in the final 
settlement, for there is no doubt of 


their strategic position, but until this 
refunding operation is out of the way, 


*I would not care to hold Northern Pa- 


cific or Great Northern stock.—N. 
Pac., vol. 26, p. 248; G. North., p. 248. 


DECREASED GOLD PRODUCTION DUE 
TO SMALLER PURCHASING 
POWER 


Monetary Gold Stocks of U. S. Decreased 
$445,000,000 Within a Year—Larger 
Demand from the Arts 


George H. Bailey, in a recent ad- 
dress before the N. Y. State Bankers’ 
Convention, said in part: 

“Between May 1, 1919, and May l, 
1920, the loss to the monetary gold 
stock of the United States was $445,- 
000,000. This loss was occasioned by 
excess exportation and the consumption 
of gold in the manufactures and the 
arts greater than the amount of metal 
produced from our mines. 


“The manufacturers in the arts and 
trades used in the year 1919 gold of 
the value of about $100,000,000. This 
gold was largely withdrawn from the 
Mint in gold bars, about $14,000,000 of 
which was exported. The amount used 
in these arts and trades continues to 
be excessive as compared with former 
years. 


“The production of new gold, it is 
estimated, will not exceed $40,000,000 
this year, being a decline of $18,500,000 
from 1919. This industry is being 
forced to extinction by continued eco- 
nomic pressure. Gold production has 
declined from $101,000,000 in 1915. 


“The government is selling gold 
without limitation for industrial con- 
sumption at the pre-war price of $20.67 
an ounce, which is less than the cost 
of production. The average wholesale 
price of all commodities for the year 
1919 was 112% greater than for the 
year 1914. Had the price of gold been 
regulated by the law of supply and 
demand, it would have at least increased 
in price with the general average of all 
commodities in the United States. 


“The gold producers would have re- 
ceived for their 1919 output, which 
was sold to the industrial consumers 
for $58,500,000, an increase of 112%, or 
an additional amount of $65,000,000. 
To this extent the industrial consum- 
ers of gold profited at the expense of 
the producers of gold. 


“As compared to 1914, the purchasing 
power of the dollar, in terms of all 
commodities in 1919, was 47c. The 
gold producer’s ounce in 1914 had a 
purchasing power of $20.67, whereas, 
during 1919 the same ounce could pur- 
chase, in terms of all commodities, but 
$9.70. The gold producer is in the 
same position as a person who received 
the same income in 1919 as in 1914, and 
finds that a $2,000 income has shrunken 
in purchasing power to $970. 


“This is the most important reason 
why the gold production in the United 
States has declined so rapidly.” 
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Chicago & Alton 
Rio Grande Southern 
Chicago & Eastern Illinois 





Low Grade Bonds 





Minneapolis & St. Louis 
Missouri, Kansas & Texas 





Marketwise and Otherwise 


Speculative Position of These Issues Raises Question of Which Way They Are Likely to Move 


GOOD many railroad bonds that are 

paying their interest are selling at 

prices below the quotations which, 
in normal times, would prevail for bonds 
two or three years in default. Several 
issues, coupons of which are being regu- 
larly paid, are selling from 30 to 40. In 
periods of easier money, bonds of rail- 
roads undergoing reorganization and sev- 
eral years in default have been known to 
hold above 30. Thus, a bond may not be 
as bad as it looks in the market. 

With long term second grade railroad 
bonds selling to yield 8% and similar 
short term issues selling to yield as high 
as 11%, it is natural to expect low grade 
bonds, where the margin of security is 
scant, to yield in this market a rate that 
in ordinary times would be properly con- 
strued as marking the hopeless position 
of the security. 

Some of these bonds are the issues of 
roads in the hands of receivers, some of 
roads approaching receivership and all of 
roads well known to be weak. The specu- 
lative element is large in all of them, but 
an effort will be made to determine 
whether the factors favor an improvement 
or otherwise. 

In this connection, it is well to recall a 
few general principles. As a railroad ‘is 
threatened with financial trouble, its 
bonds begin to sell down, and, where in- 
terest is passed, they usually continue to 
fall during receivership. Sometimes they 
drop to a point where the price hardly 
covers the accumulated interest. Usually, 
bonds of bankrupt roads begin to show 
marked improvement about the time the 
reorganization plan is ready for an- 
nouncement, or the new securities are 
listed. 

This is important to consider, because 
the bond of a road approaching trouble 
may look cheap and sell very much lower 
during the two or three years that are 
usually consumed in a railroad reorgani- 
zation. 

Among the bonds that may be classed 
as low grade are the Chicago & Alton 
first lien 3%s of 1950. Around 32 the 
flat return is more than 10%. This ap- 
pears cheap, but let us examine the bond 
to see whether the cheapness is only ap- 
parent or real. 

Chicago & Alton operates under one 
form or another about 975 miles of road, 
but of this 295 miles are held under lease 
and owned by companies whose stocks, 
underlying all of Alton’s bonds, are out- 
standing in the hands of the public. This 
leased mileage is a part of the main line 
and includes the company’s entrance into 
Chicago. Without this mileage, Chicago 
& Alton would have little more than a 
scrap value. Obviously, this weakens all 
the company’s mortgages. 


Security for Bonds 
Underlying the first lien 3%s, which 
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are a first lien in little but name, are 
$45,350,000 3s of 1949, secured by a first 
mortgage on 595 miles of road and by a 
lien on the leaseholds. The 3%s of 1950, 
of which $22,000,000 is outstanding, have 
a first lien security on only 85 miles of 
branches. Including all the mileage, the 
bonds are outstanding at the rate of $32,- 
240 a mile, subject to the refunding 3s at 
the rate of $76,205, or a total of about 
$108,000 a mile. 

Whatever Chicago & Alton gets, there 


‘is little doubt that it needs a reorganiza- 


tion, and it doesn’t take much vision to 
see what will happen to a bond that has 
only 85 miles of first mortgage security. 
It is true that this bond, exchanged for a 
good stock, might show a profit over a 
long period, but it is likely that the bond 
or its stock equivalent can be bought for 
less than 32 before a successor company 
has gotten on a dividend basis. 








YIELD ON LOW GRADE BONDS 
Rate Due 
% 


Bond Price 


Rio Grande South 
Minn. & St. Louis ref.. 








Following the 3%s of 1950 are $16,834,- 
000 general 6s of 1932. As these bonds 
are owned by Union Pacific and a syndi- 
cate of bankers, there is no public inter- 
est in them. Occupying a junior position 
the holders would have to accept in ex- 
change a security junior to that issued in 
lieu of the first lien 3%s. 

A road occupying a different position 
from Chicago & Alton is Chicago & East- 
ern Illinois, which has been in default on 
some of its obligations for seven years 
and in receivership about the same period 
of time. Thus, one might naturally ex- 
pect this property to be reorganized soon, 
if ever. 

The tentative reorganization plan for 
Chicago & Eastern Illinois, together with 
the scheme for linking up the road with 
the Gulf, Mobile & Northern, was pub- 
lished in THE MaGaziIne OF WALL STREET 
for May 1. The plan was based on the 
expectation of an award of the Board of 
Referees, but this was rejected by the 
Railroad Administration and the receiver 
was forced to take his case to the Court 
of Claims. Pending the final decision, 
which will make considerable difference 
to the new company in the amount of cash 
available, announcement of the plan is 
withheld. 

Possibilities of Traffic 

Chicago & Eastern Illinois is burdened 
with heavy terminal charges at St. Louis 
and Chicago and enjoys the benetit of 
comparatively little long-haul freight. 
Most of its activities consist of the origi- 
nation and distribution of freight—the 


least profitable part of railroading. This 
is the chief reason for joining Chicago & 
Eastern Illinois with Gulf, Mobile & 
Northern, and the combined properties, 
with a large proportion of long-haul 
north-and-south freight, should do well. 

In the article of May 1, readers were 
counseled to buy Gulf, Mobile & North- 
ern common in preference to the securi- 
ties of Chicago & Eastern Illinois, but 
since that time the former has moved up 
about 5 points, while the refunding and 
improvement 4s of the latter have dropped 
about 5 points. 

These bonds, of which about $18,000,- 
000 is outstanding, have been in default 
for six years, and carry 24% of accumu- 
lated interest. The plan provides for 
giving the holders, on account of princi- 
pal and interest, 65% in 5% preferred 
stock and 35% in common. Thus, each 
$1,000 bond would receive 8.06 shares of 
preferred and 4.34 shares of common. 

The trust certificates issued in lieu of 
the bonds are quoted 15@21, and can 
probably be bought around 19 or 20, flat. 
To cover the cost of the bond, the pre- 
ferred would have to sell at about 20 and 
the common at about 10. The new shares 
can hardly do worse than this in the 
market, especially as the reorganization 
committee has framed its plan with the 
idea of paying preferred dividends from 
the effective date of the new company. 

The Rio Grande Southern comprises 
163 miles of narrow gauge road. from 
Ridgeway to Durango, Colo. with 
branches bringing the total mileage up to 
180. It traverses an exceedingly rough 
country, its operating ratio is inevitably 
high and its traffic has always been very 
thin. Control of the stock is owned by 
the Denver & Rio Grande, to which Rio 
Grande Southern serves as a feeder. 


Future of the Bonds 

Rio Grande Southern has outstanding 
$4,510,000 first mortgage bonds, of which 
$2,277,000 is guaranteed as to principal 
and interest by endorsement of Denver 
& Rio Grande. Of the guaranteed bonds, 
Denver & Rio Grande holds $1,777,000, 
but owns none of the $2,233,000 unguaran- 
teed bonds. 

On account of the probable future diffi- 
culty of enforcing the guaranty, both 
classes of bonds are quoted from 37% to 
40. If the present purpose with respect 
to a reorganization of Denver & Rio 
Grande is carried out, the road will be 
sold under foreclosure of its first and 
refunding mortgage and the effect of 
this will be to wipe out all its guaranties, 
irrespective of priority of dates. Thus, 
while part of these bonds are nominally 
guaranteed and all are paying their in- 
terest, they will soon be in the same class 
and dependent on the property for se- 
curity. 
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Holders of the bonds can take the prop- 
erty of Rio Grande Southern, and Denver 
& Rio Grande, which has been forced to 
make advances in the past, will probably 
be glad to be rid of it. The question is: 
What can the new owners do with it? 

Minneapolis & St. Louis went through 
a reorganization in 1916 and emerged 
without a foreclosure sale. It owns the 
Iowa Central and Des Moines & Fort 
Dodge, and guarantees their bonds. 

The mortgage debt is $42,822,000, and, 
while this is not high per mile, traffic has 
been thin, so that earnings have covered 
interest requirements by a narrow margin. 
The property made a weak showing dur- 
ing Federal control, but this is no meas- 
ure of what may be expected under high- 
er rates and the greater economies of cor- 
porate operation. 

Among the bonds which fall into the 
class under discussion here are the first 
and refunding 4s of 1949.. The amount 
outstanding is $13,244,000 and the mort- 
gage is closed at that sum. The bonds 
are secured by a first lien on 277 miles 
of road, by a second lien on 290 miles, by 
a third lien on 194 miles, and are secured 
upon other property and securities. They 
are subject to $10,686,000 prior liens, in- 
cluding the Des Moines & Fort Dodge 
first 4s. 

Iowa Central Bonds 

Iowa Central comprises 540 miles of 
road, carrying $14,806,000 bonds, of which 
$7,650,000 are first 5s and $7,156,000 first 
and refunding 4s. Both mortgages are 
closed and both issues are guaranteed by 
Minneapolis & St. Louis, although the 
guaranty does not offer much additional 
security in the present condition of the 
company. 

The first and refunding 4s of 1951 are 
secured by a first mortgage on 38 miles 
of road and by a second mortgage on 502 
miles. The rate per mile is $13,251, sub- 
ject to the first 5s outstanding at the rate 
of $15,250. Thus, the total debt per mile 
is not relatively high. 

Provision is made for the retirement of 
both the Iowa Central first and refunding 
4s and the Minneapolis & St. Louis first 
and refunding 4s in the refunding and 
extension mortgage of the latter company. 
Under this authorization, $4,086,000 5% 
bonds are in the hands of the public and 
$1,050,000 has been pledged to secure bills 
payable. 

Both the Iowa Central 4s of 1951 and 
the Minneapolis & St. Louis 4s of 1949 
are selling around 37%. In view of the 
fact that the property has recently been 
reorganized, that the bonds are paying 
their interest and are issued under closed 
mortgages, I believe they offer the most 
attractive purchase of railroad bonds in 
a similar class. In the case of a crisis 
or the necessity for another reorganiza- 
tion, the refunding and extension 5s 
would have to be scaled first. The two 
closed issues mentioned are certainly not 
in the class of sound investments, but 
of all the similar issues described, it seems 
to me that they have the best chance of 
reaching an investment position without 
impairment of lien or loss of interest. 

Missouri, Kansas & Texas has, in ad- 
dition to equipment issues, twenty mort- 
gages. Interest on twelve of them has 
been in default for varying periods ex- 
tending back to 1915, while interest on 
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most of the others is deferred as long 
as possible under the several indentures 
without creating a technical default. 

This property went through a nominal 
reorganization in 1890—one of the old- 
fashioned kind—which neither provided 
funds nor diminished the charges. It 
stands today in worse need of a drastic 
reorganization than any large system in 
the country, and, as the Interstate Com- 
merce Commission will have to pass on 
the plan, it will probably get such a re- 
organization. 

The only bonds that have a good chance 
of going through a reorganization with 
their respective liens unimpaired are Mis- 
souri, Kansas & Texas first 4s of 1990, 
San Antonio Belt & Terminal 6% notes, 
Missouri, Kansas & Oklahoma first 5s of 
1942, Dallas & Waco first 5s, Boonville 
Railroad Bridge first 4s of 1951, and 
Texas Central first 5s and 4s of 1923. 
Cther issues may come through without 
loss, either as to amount or security, but 
their prospects are at least in doubt. 

Missouri, Kansas & Texas is now op- 
erating to capacity, but its revenues are 
absorbed by expenses. It will doubtless 


do better under increased rates, but with 
a decline in traffic it will become a weak 
fourth or fifth in the competitive strug- 
gle for business. Under these conditions, 
it is clear that the road, to earn a fair 
margin over its interest requirements, will 
have to emerge from a reorganization 
with its debt greatly diminished. 

Missouri, Kansas & Texas first 4s, in- 
terest on which is deferred, but paid prior 
to a default, are selling around 53, while 
the 4% bonds of comparatively strong 
roads, with no question as to the prompt 
payment of interest, are selling lower. 
Indeed, this is one of the dearest bonds 
in the railroad list, and the same is true 
in a measure of the other issues of this 
company. 

Several of the Missouri, Kansas & 
Texas issues, with interest long in de- 
fault and small chance of emerging from 
a reorganization with their original mort- 
gage security, are selling from 25 to 30. 
This is too high in comparison with the 
prices of similar issues. —C. & Alt., vol. 
26, p. 238; C. & East. Ill, vol. 25, p. 973; 
Missi., Kan. & Tex., vol. 24, p. 932. 


Combating the Loan Shark Evil 


Why Small Loans Are So Costly—Growth of the Morris Plan 
to Accommodate Small Borrowers 


By JOSEPH B. GILDER 


* Ohio, under an anti-loan shark law 
effective for several years, the cost to 
the borrower of a loan of less than $50 
may be as high as 42% per annum, or 
$20.58 on a loan of $49. In the adjoining 
State of Indiana the legal rate on loans 
not exceeding $300 is the same—i.c., 342% 
a month, or 42% per annum. The Russell 
Sage Foundation, advocating this monthly 
rate, has aided in securing legislative ap- 
proval thereof in Illinois and other states. 
Yet Gerry Brown, supervisor of loan 
agencies in Massachusetts, was deposed, a 
few years ago, largely for advocating an 
interest rate of 142% a month, and an in- 
vestigation fee not excteding $5. A gen- 
tleman supposedly less indulgent to small 
lenders replaced him; but the next year 
Boston was in a turmoil again ove: the 
outrageous development of the loan shark 
evil. 

The Provident Loan Society of New 
York—a philanthropic institution, lending 
many millions annually at the rate o1 1% 
a month—makes thousands of small loans 
every year at a net loss, and other thou- 
sands on which the cost of the loan is 
barely covered. It is obvious that the 
expense involved in making small loans 
is relatively higher than the cost of mak- 
ing large ones. 

How the Morris Plan Works 

The Morris Plan of industrial loans 
and investments, which has been found to 
work very successfully, involves investi- 
gating the representations not only of the 
borrower but of two co-makers of his 
note. As the average loan on this plan, 
as shown by an experience of just ten 
years, -is about $150, a Morris Plan banker 
lending $50,000 must investigate some 333 
borrowers and 666 co-makers, and record 
the result of his 999 investigations. And 
for fifty weeks he must receive, and re- 
cord, 333 weekly payments averaging $3. 


A banker, on the other hand, making 
a commercial loan of $50,000, if satisfied 
that it is a good one, accepts the collateral 
offered to secure it, and calmly awaits re- 
payment in full when the borrower's note 
falls due. Two transactions only—the 
making of the loan and the receipt of re- 
payment—take the place of many thou- 
sands of transactions necessary in the 
case of the small-loan banker lending the 
same amount. The larger the loan, the 
less the relative cost of making it; the 
smaller the loan, the greater the propor- 
tionate expense. 

But this, of course, in no wise justifies 
the loan shark’s exorbitant charges, which 
are sometimes so high that the borrower, 
having really repaid his loan several timcs 
over, finds that he still owes, or at least 
is held responsible for, as much as he 
originally recerved—if not more. Cases 
of this kind are by no means uncommon. 
The illegal lender not only exacts a 
heart-breaking rate of interest, with fre- 
quent renewal charges, but usually refuses 
to let his victim repay the loans piece- 
meal. The entire sum, with interest and 
charges of all kinds, must be paid in a 
lump. It is this that makes escape from 
the belly of the loan shark so difficult 
when once he has swallowed his living 
prey. 

The solution of the problem is a finan- 
cial institution lending to persons of small 
means but good character sums propor- 
tioned to their earning capacity, and re- 
quiring borrowers to accumulate funds for 
repayment by investments made in 
amounts so small as to be readily set 
apart, and at intervals so regular and 
frequent as not to be easily forgotten. 
Honest and f&nremitting competition of 
this sort—not sporadic legislation and 
legal prosecution—must be relied on to 
drive the loan shark permanently out of 
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business. Not long ago the partner of a 
lawyer who has conducted many official 
anti-loan shark prosecutions in New York 
City said to the present writer: 

“Our work is virtually finished. It 
has been gratifyingly effective. The 
loan shark has been smitten hip and 
thigh. But work of this character 
is essentially destructive, and all that 
has been done will pass and be for- 
gotten and of no avail unless rein- 
forced by efforts of a constructive 
character. Something must replace 
the loan shark or he will regain his 
lost footing and more than make up 
for his temporary inactivity.” 

This statement was made with special 


reference to the operations of the Morris 
Plan Company, of New York, of which 
Henry R. Towne is chairman and Arthur 
J. Morris, president. Nearly all of the 
Morris Plan companies were organized 
by the Industrial Finance Corporation, 
which holds a substantial, though not a 
controlling, interest in each of them. 
General Coleman du Pont is president of 
the corporation and Arthur J. Morris— 
founder of the system—is its vice-presi- 
dent and general counsel. The executive 
committee includes, in addition to these 
two, President Sabin, of the Guaranty 
Trust Company (chairman); President 
Thayer, of the Chase National Bank; 


Henry R. Towne, late president of the 





Merchants’ Association; William Hamlin 
Childs, president of the Barrett Com- 
pany; John Markle, the coal operator; 
Arthur Hagen, of Millett, Roe & Hagen, 
Edwin O. Holter and W. R. Craig. 

In the year just ended, 103 Morris Plan 
banks, extending from the Atlantic to the 
Pacific and from the Canadian border 
to the Gulf of Mexico, made about 275,000 
loans aggregating $55,000,000. Morris 
Plan loans to date number 950,000 and 
amount to $155,500,000. The parent in- 
stitution—the Industrial Finance Corpora- 
tion—is capitalized at $3,700,000, and the 
local banks (each of which is independent 
of all the others) have an aggregate capi- 
tal exceeding $12,500,000. 


U.S. Steel Stockholders and the Eternal Contest 


The Record of Their Variations Sheds an Interesting Light on the Principles of the Markets 


HE U. S. Steel Corporation makes 
"T pubtic the number of registered hold- 
ers of its common stock at the end of 
each quarter. The graph shows the num- 
ber of holders each quarter since the com- 
pany was organized, and also the principal 
fluctuations in the price of the stock. 
When the number of shareholders in- 
creases it means, of course, that the stock 
is drifting into the hands of 


By WILLIAM T. CONNORS 


lay the transfer for a time, in the mean- 
time leaving it with his broker. Again, 


some of the registered shareholders are- 


unquestionably what is known as “involun- 
tary investors”—buyers who first took the 
stock on as a speculation, but when it 
began to decline determined to hold it and 
then had it put in their own names. 
The graph indicates, then, that many 


gets panicky and throws over its stocks 
regardless of-price, the big interests are 
there with a pan to catch the stocks thus 
sacrificed for less than their real value, 
and that when the public gets enthusiastic 
and is bidding any price in the effort to 
get stocks before they are all gone, the 
big interests bring out the pan and dump 
its contents on the market. 

Whatever truth there may be 
in the idea—and as a rule the 





investors who are taking up 
their certificates and having 
them registered. When the 
number decreases, these regis- 
tered certificates are coming on 
the market and are being com- 
bined into larger ones which 
are mostly in the names of 
brokerage houses. The greater 
the number of shareholders, the 
more of the stock is owned by 
genuine investors; and_ the 
smaller the number, the more 
of the stock is held by specu- 
lators. 

This is the eternal contest— 
the contest between the man 
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20 200 experienced observer of the 
markets has much less confi- 
dence in this theory than the 
novice—there is nothing in this 
graph to prove its correctness. 

If it were true the number of 
registered shareholders should 
show a sharp decrease when 
the pan was held under the 
market, and should show a sud- 
den increase when the contents 
of the pan was dumped out 
again. 

Nothing of this kind is visi- 
ble in the figures. For exam- 
ple, during the first half of 
1904, when steel was selling 








who buys because he thinks a 
stock is cheap and the man who 
buys because he thinks it is going up, 
even though it may not be particularly 
cheap. The first may be a “simon-pure”’ 
investor, who expects to draw dividends 
for the rest of his life, or he may be 
merely a speculative investor, who buys 
outright and holds for a long pull. The 
second, who buys because he thinks the 
stock is going up, is pretty likely to be a 
buyer on margin. 
Either May Profit 

At first glance it might be thought that 
the graph shows that investors as a class 
make money and margin speculators as a 
class lose. But that broad conclusion 
would not be warranted by the evidence. 
It will be noted that stock begins to drift 
into the hands of investors while it is still 
at top prices, or even a little before that 
time. 

Since the figures for the number of 
shareholders are given out quarterly, they 
are always somewhat behind the event. 
Moreover, it takes a little time for the 
investment buyer to get the stock shifted 
into his own name, Very often he will de- 
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investors bought around the top figures, 
and that other investors continued buying 
while the price was going down. It is 
doubtful; therefore, whether the average 
price paid by investors would actually 
turn out to be below the average price 
at which the stock has sold from year to 


year. 

The same is of course true of specula- 
tors. They begin buying when the stock 
is near its low point and keep on buying 
until it gets about to the top. Then the 
stock drifts out of their hands into the 
holdings of investors during the petiod 
of falling prices, and some of them are 
still selling even when the price is near 
the bottom. 

Since the general course of this stock 
has been upward since 1904, it is probable 
that both investors and speculators, con- 
sidered as classes, have made money out 
of it. : 

Position of “Big Interests” 


There has been a widely held theory 
that the “Big Interests” make the money 
in the stock market; that when the public 


around $10 a share, we might 
have expected that the powerful pro- 
moters of the company, looking ahead to 
what has since occurred, would have been 
putting every dollar they could raise into 
the stock. But if so they must have reg- 
istered it in $100 pieces, for there was 
only a very slight decrease in the number 
of shareholders that year. On the other 
hand, in 1905, with prices around 30, the 
number of shareholders fell off sharply. 
About the only evidence of “dumping” 
that appears on the graph is seen in the 
last halt of 1909 and the first half of 1910, 
when there was a great increase in the 
number of shareholders without any very 
serious decline in the price. Evidently 
a good many people—or a few people 
with a good deal of money—thought that 
Steel was quite high enough at that time, 
and the outcome proved that they were 
right. 
Many Stockholders Now 
Perhaps the most striking feature of the 
graph is the tremendous increase in the 


number of stockholders since January, 
(Continued on page 442) 
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St. Louis Southwestern Railway 





“Cotton Belt” Making Remarkable Headway 


Independent of the Government Guaranty, the Company Has Operated for Three Months at 
the Annual Rate of $9.30 a Share on the Common Stock 


IVE railroads—at least five in which 
the public is interested—began oper- 
ations for their 

March 1 and rejected the guaranty of 
Federal rental. They were Nickel Plate, 
Pere Marquette, Pacific, South- 
ern Railway and St. Louis Southwestern. 
The action of the three former occasioned 


own account on 


Western 


no surprise because they had earned ap- 
proximately twice their respective rentals 
in 1919. The two latter, on the other 
hand, made rather indifferent showings in 
1919, although both had done well in 1918. 

The operating results of these roads be- 
came of immediate interest to their se- 
curity holders, as distinguished from the 
results of other roads which were relying 
until September 1 on Government com- 
pensation. As soon as the monthly oper- 
ating statistics became available, it was 
seen that Nickel Plate and Western Pa- 
cific had fared about as expected, that 
Pere Marquette had done surprisingly ill 
and Southern Railway surprisingly well. 
No opinion could be formed on St. Louis 
Southwestern, because the publication of 
earnings was delayed. 

When St. Louis Southwestern’s earn- 
ings were finally issued, however, March, 
April and May came out at the same time, 
and the results shown were the greatest 
surprise of any of the five. 

St. Louis Southwestern and Denver & 
Rio Grande were the only two units of 
the old Gould group originating the bulk 
of their traffic. The others were largely 
dependent on the system, and when the 
system broke they broke. Denver & Rio 
Grande was not wrecked by any weakness 
within itself but by its obligations on ac- 
count of Western Pacific. St. Louis 
Southwestern, the only one of the group 
to escape receivership, maintained its in- 
tegrity by suspending preferred dividends, 
and returning all surplus earnings to the 
property. 

The effect of reinvesting all surplus in- 
come for a period of years first began to 
manifest itself in 1916, when the company 
earned $11.17 a share on the preferred 
stock and $7.50 on the common. In the 
following year—1917—the company 
earned $19.47 on the preferred and $17.60 
on the common. As the test period in- 
cluded the fiscal year 1914-5, when the 
company had a deficit after charges, and 
only half the calendar year 1917, which 
was very favorable, standard return was 
equivalent to only $4.42 a share on the 
preferred. 


Under Government Operation 
Standard return of St. Louis South- 
western, including the Texas lines, was 
$3,910,914. Compared with this, the 
property earned $3,343,360 in 1918 and 
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$1,562,159 in 1919. Considering the roads 
as a whole, results in 1918 must be 
deemed good, while they were not partic- 
ularly favorable in 1919. In the case of 
some roads that fell off in the second year 
of Federal operation, the result can be 
traced to increased costs, but the sta- 
tionary gross of Cotton Belt does not re- 
flect the increased rates placed in effect by 
the Director General and can be attrib- 
uted only to a diversion of business. In 
fact, a good deal of this road’s business, 
especially on the Texas lines in 1919, was 
routed over the subsidiaries of Missouri 
Pacific. 

In March, the first month of corporate 
operation, gross revenue was $2,522,764, 
compared with $1,494,774 for the corre- 
sponding month of 1919, while April and 
May made similar comparisons. As the 
company was operating under the same 
rates in both years, the extent of the re- 
covered business is manifest. From these 
gross revenues, the company saved for net 
nearly $600,000 in March and more than 
$300,000 each in April and May. 

The difference in the comparative 
showings for the three months is ac- 
counted for largely by maintenance ex- 
penditures. At the time the company 
rejected the Government guaranty, Presi- 
dent Herbert announced that he wished to 
spend on maintenance about $3,500 a mile, 
whereas he would be limited to $2,000 a 
mile, or the average maintenance expendi- 
tures during the test period, if he ac- 
cepted the guaranty. In March the com- 
pany had not had time to gather its forces 
and materials for the maintenance cam- 
paign it had laid out and proceeded to 
conduct in the two subsequent months. 

The company has issued a statement 
for the three months ended May 31, 1920, 
showing surplus after charges of $627,878. 
These are not the best traffic months of 
the year, but without weighing the figures 
for seasonal fluctuations they are at the 
annual rate of $2,511,412. The 5% pre- 
ferred dividend calls for $994,682, which 
would leave $1,516,730 applicable to $16,- 
356,100 common stock, or at the rate of 
about $9.30 a share. 


Estimated Surplus for 1920 


The foregoing rate would hold good 
for only six months of 1920, because the 
company’s surplus would be based on 
rental for the first two months, while 
operations will be conducted under the 
new tariffs in the last four months of the 
year. 

On account of placing the Valley 
Terminal Railway in operation in August, 
1918, the company’s rental was increased 
over the original standard return, and for 
1919 and 1920 was at the annual rate of 
$4,054,380. Two months’ rental at this 
rate would be $675,730. 


lt cannot be concluded that operating 
net will run as high in June, July and 
August as in the preceding three months, 
on account of the lower maintenance 
charges in March. Estimating these three 
months on the basis of April and May 
would indicate an operating net of $2,- 
250,000 for the six months ended August 
31, 1920. 

This would bring the company to the 
period of higher tariffs. A good many 
estimates of the new rates have been pub- 
lished, but it is probable that most of 
them are guesses. The most plausible 
one is that the railroads of the South- 
western region will receive an increase of 
31%, with an adjustment to cover a part 
of the increased wages. As most of the 
roads in this region could hardly exist on 
a net increase of less than 20% as ap- 
plied to freight revenues, this percentage 
has been arbitrarily taken in estimating 
income for the last four months of the 
year. 

On the basis of present operations, the 
company should show a net operating in- 
come for the four months beginning Sep- 
tember 1 of $1,450,000. Application of a 
20% increase to gross freight revenues 
would increase this to $3,000,000, or about 
$5,925,000 for the year, including two 
months’ rental and estimated operating 
net for the following six months. 

Adjustment of other income and 
charges as reported for 1918 and allow- 
ance for the unpaid preferred dividend 
would leave about $2,700,000 for the com- 
mon stock, or at the rate of about $16 a 
share, compared with actual income of 
$17.60 a share in 1917. 

Among St. Louis Southwestern’s bond 
issues are $22,261,000 consolidated 4s of 
1932, issued under a closed mortgage and 
prior to the terminal and unifying 5s. 
These bonds are selling around 52%, at 
which the yield to maturity is about 
11%%. In view of the operating showing 
during the past few months and the pros- 
pects under higher rates, I believe this is 
one of the cheapest second grade rail 
bonds in the list. 

St. Louis Southwestern is making a 
better showing than St. Louis-San Fran- 
cisco, Southern Railway, Missouri Pacific 
or almost any other road in a similar 
class. In view of this fact, it seems to 
me that its stocks should be selling 
abreast of the non-dividend issues men- 
tioned. Its preferred cannot compare 
with that of Southern Railway on which 
dividends are being paid, nor with that of 
Missouri Pacific on which 10% is accu- 
mulated, but there is no reason why it 
should sell below Frisco preferred. As 
for its common, it seems to be in as good 
a position as any of the three mentioned, 
and has the added attraction of being 
lower in price.—vol. 24, p. 1123 
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Where the Motor Accessories Companies Stand 


Public Interest in This Group Has Been at Low Ebb—Are Some of the Companies Overcap- 
italized?—Analysis of Five of the More Important Concerns from the 


HE importance of the accessory or- 

parts business to the motor industry 

is recognized, but even those who are 
particularly interested in the stock market 
movements of industrial stocks have, as 
a general rule, displayed only casual in- 
terest in the securities of the companies 
in this group. This despite the fact that 
a large business in motor parts has ac- 
companied the prosperity of the automo- 
bile industry as a whole. 

It was not until last year that the public 
came to know the stocks of accessory 
companies, but when the distribution proc- 
ess was under way during the bull mar- 
ket of 1919 several were re-capitalized and 
their shares brought on the New York 
Stock Exchange. In many cases these 
companies had been operated privately for 
a number of years and also in many cases 
were re-capitalized in 1919 on the basis of 
earning potentialities rather than on 
known asset value. 

There may be doubt as to whether these 
stocks have been well absorbed. As a 
class they are speculative, and thus far 
have made their appeal to the speculator 
and not to the investor. 

There is, of course, no doubt that the 
motor accessory business has come to 
stay and will be important in direct ratio 
to the state of the motor manufacturing 
industry. 

Of the several accessory companies, five 
lend themselves to discussion. They are 
Stewart-Warner Speedometer, Stromberg 
Carburetor, Kelsey Wheel, Mullins Body 
and Martin-Parry. 


Stewart-Warner 
For several years Stewart-Warner did 
business with a common stock capitaliza- 
tion of 100,000 shares, having a par value 
of $100. In the fall of 


Financial Viewpoint 
By JOHN MORROW 


60,000 shares of Stewart-Warner stock, 
so that the total outstanding will be 460,- 
000 instead of 400,000 shares. 

The value of Stewart-Warner stock is 
based upon the company’s earning power 
and the rapid growth in business rather 








TABLE I—ANALYSIS OF EARNINGS. 
STEWART-WARNER. 

% Earned Surplus After 
Net Income. on $10,000,000 common. Dividends. 
1915—$2,030,620 19,83 $1,372,706 
21.76 1,576,487 
18.61 1,260,774 
994,665 


15.95 ’ 
1919— 2,793,293 27.93 1,893,293 


KELSEY WHEEL CoO. 
% earned on 
common, 


6.49 
8.30 
4,82 
13.37 


Sales. 
1916— $8,178,922 
1917— 11,321,356 
1918— 10,336,315 
1919— 21,843,160 


Net Income. 
$858,640 
1,040,255 

776,779 
1,626,587 


STROMBERG CARBURETOR. 


*Per share 
on stock, 


$7.25 
8.02 


Net Income 


1918—$2, 160,373 $362,589 
1919— 2,502,128 401,329 


*On 50,000 shares stock. 


Net Sales. 








than on asset value. On the basis of 
$10,000,000 stock capitalization Stewart- 
Warner earnings record was of satisfac- 
tory proportions and dividend payments 
were conservative. For example, in the 
seven years from 1913 to 1919 inclusive, 
the company earned an average of $17.73 
a share on 100,000 shares of stock. In 
that period dividends of 6% were paid 
annually, with the exception of 1919, when 
9% was distributed. On the 400,000 
shares of stock now outstanding, shortly 
to be increased to 460,000 shares, dividends 


first, for in the six months gross sales 
were over $8,000,000, as compared with 
not quite $5,000,000 in the same period of 
1919. 

There is no question of the great growth 
in the company’s business, and the table 
herewith will show this development. 
However, taking into consideration the 
stock capitalization of 460,000 shares it 
would seem as if a $4 dividend was about 
the maximum for the time being, particu- 
larly when the company is and has been 
devoting considerable of its surplus funds 
to increasing manufacturing facilities. In 
this connection it is said that the new 
plant which the company is building will 
be ready in September, 1920, and will in- 
crease capacity 2%, and, furthermore, 
that its cash position is ample to finance 
all of the extensions. 

While the earning power of Stewart- 
Warner is showing a steady growth and 
has been good for a period long enough 
to furnish a satisfactory test, the book 
value of the stock is not more than $23 
a share. Of course, in the long run earn- 
ing power and not asset value is the 
factor to determine the value of the stock, 
but earning power is dependent upon 
prosperity in the automobile business, and, 
while fairly stable, may be subject to sud- 
den fluctuations. 

Stewart-Warner carries patents and 
good-will at over $9,000,000, and this item 
was written off in my figuring of asset, or 
book value. The stock, in the neighbor- 
hood of 43, looks fairly cheap, but is to be 
recommended only as a speculation. 

Stromberg Carburetor 

Stromberg Carburetor stock appeared 
on the Stock Exchange early in 1919, 
although the company was organized two 

and one-half years be- 





fore that. It is a com- 





1919.a readjustment was 
made and 400,000 shares 
of new stock of no par 
value were issued for 
the $10,000,000 stock 
then outstanding, in the 
ratio of four to one. 
The stock was rather 
closely held, and the 





TABLE II—PRICE RANGE OF THREE ACCESSORIES 


Stewart-Warner Stromberg Carburetor 


pany with a small capi- 


Kelsey Wheel neck: , 
ann Conte: talization—there being 





High Low 
28 
21 
36% 
6 


*No Par Value Stock. 


“High 


Low only 75,000 shares of 
21 stock outstanding, and 
has come to be 
known as a “Ryan” 
stock, because Allan A. 


Ryan and _ associates 


i 
% , 
Py it 


53% 











exercise control. As 





split-up in the shares 
suggested an opportu- 
nity for distribution by the owners of 
$100 par stock, but this distribution is 
difficult to determine. 

A few weeks ago the company an- 
nounced plans for acquiring the stock of 
the Stewart Manufacturing Company—a 
manufacturer of die castings, most of 
which are sold to Stewart-Warner, The 
acquisition of the stock of this company 
was done on a share for share basis and 
will result in the issuance of an additional 
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of $4 a year are being paid. On the basis 
of 400,000 shares the company in 1919 
earned $6.98 a share, or more than 50% 


over dividend requirements, at the rate 


of $ a share. 

Earnings in the first quarter of 1920, 
after Federal taxes, were $579,304, equal 
to $1.45 a share, or at the annual rate of 
$6.80. Figures of gross sales for the first 
half of 1920 suggest that perhaps the sec- 
ond quarter earnings were better than the 


the company’s name 
signifies, the principal article made is mo- 
tor carburetors. In 1919, 280,000 of these 
were manufactured, and business was 
growing so that the company found it 
necessary to increase facilities. Funds for 
this purpose were raised through the sale 
of 25,000 shares of stock at $45, and this 
year productive capacity has been in- 
creased 50%. No reflection of the earn- 
ing power of the new money was found 
in 1919 income account, but it should be 
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seen in the report for this year. 

The growth of the company’s business 
has fully kept pace with the development 
of the motor industry in general, Back in 
1910 only 44,710 carburetors were manu- 
factured, and not until 1915 did the out- 
put exceed 100,000; since that time pro- 
duction has more than doubled. For in- 
stance, in March of this year output was 
49,000 carburetors, or at the rate of almost 
600,000 and unfilled orders total almost 


250,000 carburetors. 

Earnings for the first quarter of 1920 
were quite the best the company ever ex- 
perienced in a three months’ period. Net 
income was $204,479, equivalent to $2.72 
a share on the stock, and at the annual 
Dividends of 


rate of almost $11 a share. 
$4 are being paid. 

As of December 31, 1919, working cap- 
ital was $1,443,000, and the balance sheet 
suggested a satisfactory financial condi- 
tion; net assets on that date were equiva- 
lent to $35 a share on the stock. The 
company has not capitalized good-will. 

If the business grows as it has been 
there may be further offerings of stock, 
and this is a contingency to be considered. 
The shares move rapidly in the market, 
and at times violently, and are closely 
held and not for the average trader. The 
stock around 87 is too high to make an 
appeal from the standpoint of dividend re- 
turn and is to be bought only by those 
who are thoroughly awake to the risks 
involved. 


Kelsey Wheel 


Kelsey Wheel Company is probably the 
largest manufacturer of automobile wheels 
in the country, with activities concentrated 
in Detroit, where the largest plant is lo- 
cated. Two smaller plants are in opera- 
tion at Windsor, Ontario, and Memphis, 
Tenn. 

The corporation as it stands is really 
an outgrowth of a company which was 
incorporated in 1909 with a capital of 
$300,000. The present corporation was in- 
corporated in 1916, and has outstanding 
$2,762,500 7% cumulative preferred, upon 
which dividends have been regularly paid 
since incorporation, and $10,000,000 com- 
mon stock upon which no dividends have 
as yet been paid, although earnings in 1919 
were such as to encourage the possible 
belief that the inauguration of disburse- 
ments might be considered by the man- 
agement. The preferred stock carries a 
provision that at least 3% a year in par 
value of the amount outstanding shall be 
redeemed. No dividend can be declared 
on the common stock until the surplus 
amounts to $500,000, and no dividend in 
excess of 6% per annum shall be declared 
on the junior issue unless the surplus 
amounts to at least $1,000,000. As of De- 
cember 31, 1919, the total profit and loss 
surplus was $3,494,712. 

In connection with earnings and the 
possibility of dividends on the common 
stock it might be pointed out that 1919 
was the first year in which the surplus 
for the common stock was of really com- 
fortable proportions. Previous to that 
it might be said that earnings were grow- 
ing up to capitalization. The table shows 
the growth of business. The margin of 
profit has been fairly constant, although 
there were indications last year of the 
higher cost of doing business. 
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Like all of the companies which have 
been flooded with orders, Kelsey Wheel 
has spent money freely for plant, exten- 
sion, and it is probable the management 
can make use of all available liquid re- 
sources to take care of the business 
turnover without considering dividends, so 
that large earnings are somewhat more 
apparent than real, at least in so far as 
results to stockholders are concerned. 
Particularly in these times of high money 
rates, a company like Kelsey Wheel will 
make use to the fullest extent of current 
resources rather than cut into the market 
for funds and pay the asked price for 
accommodation. 


On the balance sheet of the company 
trade names, good-will, etc., are-carried at 
$10,000,000, or just the amount of the 
common stock outstanding. Deducting 
this item, net assets applicable to the 
common stock as of December 31, 1919. 
were about $37 a share. 


It may be that the management is wise 
in its policy of deferring dividends upon 
the common stock until greater equities 
have been built up and until plant exten- 
sions have been completed, but the shares 
do not look particularly cheap at the pres- 
ent time. They are inactive around 70 
and there are other dividend paying issues 
selling around the same levels which offer 
better inducements. 


Mullins Body 


Mullins Body was incorporated in the 
summer of 1919, at the height of the bull 
market, and acquired all the assets and 
property of the W. H. Mullins Company, 
which was originally established in 1872; 
the principal product of the corporation 
now consists of stampings and pressings 
for steel automobile bodies and other 
automobile parts, and included among the 
customers are the Cadillac, Packard, 
Pierce-Arrow, Peerless and other leading 
companies. The plant is located in Salem, 
Ohio, and is equipped with up-to-date 
modern machinery. 


The capitalization of Mullins Body when 
it was brought out in 1919 consisted of 
$1,000,000 8% preferred stock and 70,000 
shares of common stock. The preferred 
and 40,000 common shares were 1ssued for 
$1,240,000 cash, and 30,000 common shares 
were sold for $510,000 cash. Later on 
stockholders were offered the right to 
subscribe to 30,000 additional common 
shares at $44 a share, making the total 
number of common shares now outstand- 
ing 100,000. Dividends were started in 
November, 1919, with an initial declara- 
tion of 75 cents a share, but in February, 
1910, the rate was increased to a $ basis. 


There is a scarcity of data upon which 
to base the true earning power of Mullins 
Body, but a report for seven months 
ended December 31, 1919 showed net in- 
come, after Federal tax, of $282,879, or 
equivalent to about $2.83 on 100,000 shares 
of stock. 

The margin of manufacturing profit be- 
fore taxes was approximately 25%, which 
would seem to be an adequate margin and 
comparing favorably in comparison with 
that of any similar company. Of course 
the period under consideration was only 
seven months and may not be a thorough 
test, but it suggests at least that, in manu- 


facturing efficiency, the company has just 
claim to recognition. 

The question may be raised as to 
whether capitalization is not set for the 
future rather than for the present, or, in 
other words, whether the present amount 
of shares outstanding are not just a little 
too heavy for earning power, 

The question also arises as to whether 
the action of directors in increasing the 
dividend rate to $4 was not a trifle too 
liberal. Of course, the management may 
have sufficient assurance that a dividend 
of $4 is well within bounds, but the known 
earning power, disregarding potentialities, 
encourages the belief that a $4 rate is a 
maximum rate rather than a conservative 
average payment. 


As to current business, reports are op- 
timistic: Earnings for the first half of 
1920 were said to have been at the annual 
rate of $10 a share on the common stock, 
and late in the Spring unfilled orders on 
the books were about $4,000,000. The 
stock has not responded particularly to 
these favorable statements, and the sug- 
gestion is made that much of the stock 
sold last year when the absorption power 
of the market was great must still be 
finally and completely digested. Since 
listing in October, 1919, the stock has 
ranged from 53 to 32%. 


Martin-Parry 


Martin-Parry is engaged in a line simi- 
lar to that of Mullins Body, but the com- 
pany is now concentrating upon truck and 
commercial automobile bodies. The com- 
pany has plants at York, Pa., and at In- 
dianapolis, Ind., and is a merger of the 
Martin Truck and Body Corporation and 
the Parry Manufacturing Company, both 
of which were old established concerns 
and in business for years. Both were divi- 
dend payers with good records, but, of 
course, their capitalization was relatively 
small. 

A combined income statement covering 
part of 1919 shows that the two plants 
earned a net profit of $332,000, before 
Federal taxes. This statement reflects the 
operations of the Martin plant for five 
months, and of the Parry plant for six 
months ended December 31, 1919. This 
would be equivalent to $3.32 a share on 
the 100,000 shares of stock now outstand- 
ing. Dividends at the rate of $2 a year 
were started in March, 1920. 

Gross business in 1919 was at the rate 
of something over $3,000,000, and now 
predictions are heard that the 1920 busi- 
ness will be in the neighborhood of $8,- 
000,000. The increased capacity of both 
plants put the company in a position to 
produce 100,000 bodies yearly, against an 
actual output of about 35,000 in 1919. Of 
course there is no assurance that produc- 
tion of 100,000 bodies will be reached. 


If business this year should double, as 
compared with last year, it would indicate 
the $2 dividend rate is quite safe, but that 
in itself is not sufficient reason for pur- 
chasing the stock. It is likely the shares 
were well distributed sometime since and 
that they are in weak rather than in 
strong hands. The range of the stock 
has been from 31% to 20.—Stewart- 
Warner, vol. 24, p. 252; Kelsey Wheel, 
vol. 24, p. 1153. 
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What I Would Do if I Held 


Members of the Staff Give Their Personal Views on the Outlook for Various Securities at 
Current Prices—“C, S. H.” Would Dispose of Federal Mining & Smelting Common 
But Hold the Preferred for Its Dividend Returns—Prospects of Mercantile 
Marine Do Not Impress “R. S. M.” 


Federal Mining and Smelting. —From 
a stockholder’s point of view, the re- 
ports issued by this company are incom- 
plete and unsatisfactory. Apparently the 
company does not consider it necessary or 
advisable to take the public into its con- 
fidence. For example, in the last annual 
report there was a brief tabulated state- 
ment of the tons of ore in reserve in the 








TABLE I—FEDERAL MINING ORE RESERVES 
AND PRODUCTION (IN TONS). 
Ore Reserves 
“A > 1919 
Jan. 1, 1919 Jan, 1, 1920 Production 
000 ,088,600 172,337 
53,000 13,386 
147,000 53,450 
80,000 77,434 
sees 4,048 


320,655 





Mine 


Independence 


1,368,600 








four active mines of the company, but 
nothing was said about the assay value of 
this ore. A statement was made regard- 
ing the tons of ore mined during the 
year, but the average value of the ore 
was not stated. In its quarterly reports 
the company states the highest and lowest 
market quotations for lead, silver and 
zinc, but does not mention what average 
price it received for its profits. 

It would certainly be of interest to a 
stockholder to know whether his company 
is mining ore of an average grade, or 
whether higher than average ore is being 
extracted, and whether mine development 
work is keeping pace with production, or 
whether the reserves are decreasing in 
average value. The stockholder would 
like to know whether the average value of 
the. ore mined is being maintained, or 
whether it is decreasing from year to 
year. 

The stockholder is interested also in 
knowing something about metallurgical 
recovery, and mining and treatment costs. 
All such information helps him to deter- 
mine whether his dividends, if any, are 
likely to continue, or whether it is about 
time to sell out and look for some other 
speculation or investment, as the case may 
be. 

Federal’s Active Mines 


The four active properties of the Fed- 
eral Mining and Smelting Company at this 
time are the Morning, Independence, 
Brewster and Lucky O, K. 

The Morning mine is located half a 
mile northwest of Mullan, Idaho. It is 
one of the largest lead-silver properties 
in the district, and one of the best 
equipped. It is the most important mine 
of the Federal group. Its ores are the 
lowest grade of any property in the dis- 
trict, and difficult to treat. The new bot- 
tom level of the mine, opened in 1919, 
shows normal ore 3,000 feet vertically 
below the apex of the vein. 
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The Independence mine is located at 
Hailey, in Wood River district, Idaho. 
Negotiations for the purchase of this 
property for $500,000 were completed in 
1917. The developed ore in this property 
amounts to a little over 50,000 tons, but 
it is considered a good prospect. The ore 
is easy to treat, being almost free from 
zinc. The mine is opened by six levels at 
100-foot intervals. It is in a rugged 
country, and difficult to operate in winter, 
and it is planned to operate it through a 
3,000-foot tunnel driven to connect its 
lower workings with the North Star 
mine. 

The North Star-Triumph miries, also 
near ‘Hailey, Idaho, were acquired under 
bond in 1916. They are equipped with a 
300-ton concentrator, which can be made 
available for Independence ore. The 
North Star-Triumph mines are said to 
contain a large tonnage of complex ore. 

The Brewster mine, in the St. Louis 
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II—FEDERAL M. & 
PRODUCTION. 

Tons Ore Tons Lead Ounces Silver 
904 1 


48,155 
52 
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district, Oklahoma, was purchased for 
$125,000. Drilling since March, 1919, has 
revealed a large body of zinc ore. The 
property has been equipped with a flota- 
tion mill at a cost of about $95,000. The 
mine is now in full operation and, under 
normal conditions, is expected to be a 
steady revenue producer. Early in 1920 
it was producing at the rate of 130 tons of 
blende per week. 

The Lucky O. K. mine is north of 
Hockerville, Kansas. It is owned by the 
Lucky O. K. Mining Company, which in 
turn is a subsidiary of the Federal Mining 
and Smelting Company, the latter having 
purchased 55% interest for $171,283. The 
ore bodies are horizontal and carry 1 to 
5% lead, and 3 to 15% zinc. The prop- 
erty is equipped with a 300-ton flotation 
mill, steam hoist, compressor, pumps, and 
electric motors and oil engines for general 
power. 

During the past five years, the com- 
pany’s total ore reserves have been esti- 
mated as follows: 


tons 
tons 
tons 
tons 
tons 


During the past two years the ore re- 
serves of the four mines above mentioned, 


their 1919 production, as stated, together 
with leasers production, are shown in 
Table I. 


The company’s past production is shown 
in Table II. 


The figures suggest that the company 
has been a big producer in the past, but 
that some of its properties are nearly 
worked out. With this fact in mind, the 
company has been interested in the pur- 
chase of new properties. 

The authorized capital of Federal Min- 
ing and Smelting Consists of $20,000,000 
preferred, 7% cumulative, and $10,000,000 
common, shares $100 par. There is out- 
standing 120,000 preferred, and 60,000 
common. The preferred stock has no 
voting power except in connection with 
the increase of preferred stock, but is 
preferred as to assets. The company’s 
dividend record is shown in Table III. 

The preferred dividend rate was re- 
duced August 18, 1914, to a 4% basis. 
Accumulated dividends on this stock 
amount to 14%, and the common stock 
has received no dividend since 1909. 

It is difficult to figure out any value 
for the common stock and I believe that 
holders would do well to dispose of it. If 
I held the preferred I should keep it for 
the dividends only so long as the ore re- 
serves assured their payment or else so 
long as there existed a possibility of my 
receiving something on account of the 
accumulated dividends. After ‘that, I 
would sell the preferred and switch into 
something more attractive from an invest- 
ment standpoint—C. S. H. 





TABLE III—DIVIDEND RECORD. 
Preferred Common Accumulated 
Dividends Dividends or Preferred 

Per Cent Per Cent 


*First half-year. 








Chile Copper.—The writer can never 
work up enthusiasm about any company 
whose stock under the most favorabie 
conditions can only be lifted with a 
derrick. Chile Copper is without 
a doubt the greatest copper enter- 
prise perhaps since the red metal was 
first mined—and I believe this record 
goes back to the days of King Solomon 
and Methuselah. A company that pro- 
duces over 100,000,000 Ibs. of copper an- 
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nually, as Chile did in 1918, is not to be 
sneezed at. It is also estimated that its 
possible and probable reserves total up- 
wards of 700,000,000 tons of copper. 
Other features of this colossal enterprise 
entitle Chile to be placed first in the list 
of all mining enterprises, not even ex- 
cluding the hoary old Rio Tinto. 

-But, the man who buys, holds, or thinks 
of: buying stock does not do it out of a 
sense of admiration, respect or awe for 
the company in which he places his 
money; at least the writer does not calcu- 
late that way. Primarily, we are interest- 
ed in something sound (and Chile is as big 
and sound as any of them), but its stock 
must have prospects out of the ordinary 
which are not too remote. The last 
qualification in the stumbling block, in the 
writer’s judgment. It would probably 
take too long, and too much lifting, to 
place Chile where it rightfully belongs, 
and where it is destined to be. Its earn- 
ings have shown improvement recently; 
it is really earning some money compared 
with about nothing last year, but this 
doesn’t mean that the stock is going to 
move. The outstanding capitalization 
consists of $95,000,000 stock of a par 
of $25. This means 3,800,000 shares. Pre- 
ceding the stock comes $15,000,000 of 7% 
bonds and $27,353,250 of 6% bonds—all 
convertible into stock. With all stock con- 
verted we will have, ultimately, about 
$135,000,000 in common stock—or 5,400,- 
000 shares outstanding. The common 
stock authorized is actually $135,000,000 
compared with $95,000,000 outstanding, 
the difference representing reserves for 
conversion at $25 and $35 respectively. 

Anyone who buys or holds this stock 
with the intention of handing it down to 
his grandchildren will probably be doing 
the wise thing, because the property is 
destined to be the greatest of its kind 
in the world. But speaking for the pres- 
ent generation, it looks as if there are 
more immediate and better opportunities 
when the copper situation will have be- 
come clarified, surplus copper shifted, de- 
mand heavier and costs lower. At such 
time, I would expect to see Chino, In- 
spiration or Anaconda do vastly better 
marketwise than Chile. Another excel- 
lent shift would be Cerro de Pasco in the 
silver-copper division, International 
Nickel in the metal-industrial section, 
Consolidated Interstate Callahan in the 
zinc-lead section. Paying no dividend, 
and with none in sight, the investor who 
looks for action might also find it in a 
combination of low ‘priced rails or oils; 
and I believe the common stocks of the 
Mop, Frisco, Southern Railway, Kansas 
City Southern or St. Louis Southwestern 
will give a rapid account of themselves 
when the movement gets under way. Of 
course, they are speculative and pay no 
dividends. The same argument holds 
good for Chile, and those who prefer 
dividend-payers will find a number given 
above that will repay investigation. (D) 


International Mercantile Marine Com- 
mon.—Although Marine common re- 
cently sold as low as 32 against a high 
this year of 57, I should be inclined to dis- 
pose of my stock and plant my funds in a 
somewhat more promising field. There 
are still 42% in back dividends to be de- 
clared and paid on the company’s pre- 
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ferred issue before disbursements on the 
common can be considered. Assuming 
that these arrears are discharged by the 
payment of annual extras of 5% on the 
preferred—and that, according to present 
indications, is about the most generous 
action the company could well afford to 
take—it would be between 8 and 9 years 
before the common stock could come in 
line to share in the company’s profits. As 
a matter of fact, there is a growing belief 
in some quarters that it would be unwise 
for the company to undertake to discharge 
its back preferred dividends until credit 
conditions are relieved and the future of 
the shipping industry becomes better as- 
sured, which would indicate a further de- 
lay before arrears can be considered. 

A switch into Columbia Graphophone, 
which at this writing is selling at about 
the same price as Marine common, would 
attract me. This stock has reacted in 
recent markets from above 50 to below 
30; during that time the company has 
forged ahead in a business way, having 
only recently undertaken the erection of 
a $5,000,000 plant just outside of Balti- 
more, and is now making more rec- 
ords than all the other record companies 
combined. Furthermore, nothing has de- 
veloped to change the opinion held in high 
quarters last winter that Columbia Graph- 
ophone’s generous dividend rate will be 
continued indefinitely, its earnings now 
running at the rate of $7 a share. Pur- 
chasers of Columbia Graphophone get a 
yield of more than 20% on their money 
from the dividend payments, and also 
have a good chance of seeing the price of 
the stock advance materially now that the 
financial skies are clearing.—R. S. M. 

German Marks.—Taking recent his- 
tory only, the mark has swung between 2 
cents and 3 cents, with about 1 cent repre- 
senting the low and 5 cents the high. 
Considering the low price, and the tre- 
mendous percentage of gain or loss shown 
by only a 1 cent swing, it is easy to un- 
derstand why the German currency unit 
has become an international medium for 
speculation, 

Back of the “coin” lie the resources of 
the German nation, and if a guarantee 
could be given that no recapitalization or 
change of the monetary standard would 
ever come along, it would seem that the 
security would be ample up to at least 5 
cents per mark. 

To the writer, however, the idea of the 
present mark ever being worth, roughly, 
the equivalent of the American quarter 
or British shilling seems fantastic. One 
might just as well expect General Motors 
common to rise from 27 to the level of the 
old stock before recapitalization, for Ger- 
many has recapitalized her mark a hun- 
dredfold. 

Gold, or its equivalent—production (la- 
bor, raw materials, and finished goods) is 
the big asset which the German nation has 
potentially. Economically, the mark means 
nothing, has no standard and will not have 
until the reconstruction problem is solved. 
Anyone who pretends to forecast the ulti- 
mate value or price fluctuations of the 
mark must realize that he is only guess- 
ing, or else he must be extremely ignorant 
of the fundamental principles of eco- 
nomics. 

But, as indicated, the whole world is 


gambling mad, and apparently believes 
that over the mark hangs the wand of 
Midas, It has become a study in mob 
psychology, and my guess is that the hun- 
dreds of thousands of speculators through- 
out the globe are buying low and selling 
on the bulges. This policy—one of deal- 
ing in marks only as an out-and-out spec- 
ulation—is the one I should pursue if I 
held them.—V. D. 


Missouri Pacific Common—Missouri 
Pacific Railroad has oustanding $71,- 
800,000 preferred stock, issued at the 
time of the reorganization under a pro- 
vision whereby it should become cumu- 
lative to the extent of 5% per annum 
on July 1, 1918. Since that date, the 
annual charge on account of this un- 
paid obligation has amounted to $3,- 
590,000, and in the two years to June 
30, 1920, the accumulations reached $7,- 
180,000, or 10% on the amount outstand- 
ing. 

These accumulations may never be 
paid and could be disregarded if one 
were considering a Missouri Pacific 
general 4% bond at the market, but 
they must be taken into full account if 
one is holding the common stock, be- 
cause that issue can receive nothing 
until the accumulations have been dis- 
charged. 

Yet, the relative market position of 
the two issues for some time has shown 
that no regard is given to the fact that 
10% must be paid on the preferred as 
of June 30, 1920, before the common 
falls in line for anything. In other 
words, the spread between the two 
issues has remained about the same 
during the period the 10% was accumu- 
lating, whereas the spread should have 
become greater in order to discount in 
a measure the growing accruals. 

If anything, the spread has dimin- 
ished. In 1917, when nothing had ac- 
cumulated on the preferred, the senior 
issue sold at a high of 61 and the junior 
issue at a high of 34, a spread of 27 
points. The low prices that year were 
37% and 20, a spread of 17% points. ' In 
1918, with little or nothing accumulated 
on the preferred, the senior issue sold 
at a high of 62 and the junior at a high 
of 31%, a spread of 30%. The low 
prices that year were 41 and 20, a 
spread of 21 points. 

The following year, although the ac- 
cumulations increased, the spread di- 
minished. The preferred sold at a high 
of 5834 and the common at a high of 
38%, a spread of 19% points. The low 
prices were 37%4 and 22%, a spread of 
153% points. 

The present market is about 42 for 
the preferred and about 25% for the 
common, or a spread of 16% points. 
In figuring the relative market value 
of the two issues, 10 points must be 
written off the preferred, which would 
leave the actual spread 6% points. This 
is not enough for a cumulative pre- 
ferred stock measured against a com- 
mon stock, neither of which is paying 
dividends. 

I should, therefore, if I owned the 
common, switch into the preferred— 


C. R, 
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Peace Time Prospects of a Big War Earner 


Republic’s Low Earnings in 1919 Aroused Fears of a Dividend Reduction—Now “Extras” 


EAMS have been written about the 
i valuations which the great busi- 
ness of the war built up in back of 
the common shares of American industrial 
corporations, Comment on this point has 








I.—EARNINGS RECORD REPUBLIC 
IRON AND STEEL, 


TABLE 


$ per share 

Ratio earned on 

to gross common 
84.7% $4.97 

89.1 

81.8 

68,7 

63.8 

75.9 

90.3 


Operating 
profits 

$27,052,187 

19,035,576 


Gross 

sales 
$31,937,059 
21,366,249 
29,916,229 
52,844,018 
78,325,461 
75,224,345 
45,872,345 


6.50 
47.67 
51.88 
22.22 

1.43 








been particularly keen concerning Repub- 
lic Iron & Steel. 

The record of this company has been 
among the most remarkable of that of any 
of the steel concerns and yet no melons 
have been cut, no stock dividends have 
been distributed, and a modest 6% cash 
dividend is practically all common stock- 
holders have received of the tremendous 
increase in earnings. 

In December, 1919, the company did 
offer to common stockholders the right to 
subscribe to 26,480 shares of common 
stock at par; but the privilege was of 
relatively small value, as the subscription 
ratio was one new share of stock for ten 
shares old. 

There is no question of the big asset 
value back of Republic common, but 
what stockholders are more interested in, 
or at least should be, is whether the com- 
pany’s earning power is permanently in- 
creased or whether the results of 1916, 
1917 and 1918 were only a passing phase 
of the company’s development to be fol- 
lowed by a recurrence of the relatively 
low level of pre-war earnings. The argu- 
ment, or suggestion, naturally is not meant 
to be advanced that, unless Republic con- 
tinues to earn at the rate of the war 
period, the outlook is not promising; the 
point is that the company will have to get 
better results from operations than it did 
prior to 1916 if it is to maintain its rank 
among the independent steel companies. 


Difficulty of Figuring Earnings 

Republic’s earnings, perhaps, are not 
stabilized and there is no average mean 
to be used as a basis in estimating what 
the future may have in store. The shifts 
in the yearly surpluses available for the 
common stock may be best presented by a 
table. From that summarization it will 
be noted that there have been really only 
three years when the company actually 
rolled in “velvet.” There is no doubt 
that the returns for 1919 came as some- 
thing of a shock to stockholders and to 
those who are believers in the property. 
Gross sales almost cut in half, as com- 
pared with the preceding year, and a sur- 
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Are Being Rumored 
By HENRY FRANKLIN 


plus of less than $1.50 on the common 
stock, not enough to cover dividends for 
one quarter, were developments sufficient 
to cause more than a tremor. Taken as a 
whole, the first three quarters of 1919 
were not so bad. Business was quiet, but 
not alarmingly so; the last quarter, how- 
ever, was poor, with a deficit of $1,541,- 
000 after preferred and common divi- 
dends. 

This exceedingly poor showing was a 
direct result of the strike, which was 
primarily designed to test the organi- 
zation of the U. S. Steel Corpora- 
ation, but the blow fell hardest in the 
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The pre-war earnings record had been 
an indifferent one and may be said to 
have been the development period when 
the company was gradually passing from 
a manufacturer of iron to a manufacturer 
of steel. Then came the war, and in 1916, 
1917 and 1918 earnings on the common 
stock totaled $121.70 a share, and of this 
$13.50 was paid in dividends, leaving over 
$108 a share as the addition to the equity 
back of the common stock. The next year 
(1919) it was necessary to draw upon 
surplus to the extent of approximately 
$1,140,000 in order to pay dividends on 
the common stock. 

As of December 31, 1919, net assets ap- 
plicable to the commion stock, including 
the company’s property valuation, was up- 
wards of $225 a share. Up to that date 
almost $42,000,000 had been expended for 
new construction in re-equipping plants, 
building additions, etc. 


1920 a Big Year for Steel 

As a class, the steel companies entered 
1920 with every expectation of good busi- 
ness. Prices for steel products and for 
pig iron were steadily advancing, demand 
was brisk, and in the early part of the 
year customers were willing to pay 
bonuses for prompt delivery. Even now 
it appears that 1920 will be one of the big 
years for the steel business. The brilliant 
outlook of the early part of the year was 
later clouded by the now familiar trans- 
portation snarl, which put a big handicap 
on deliveries and undoubtedly slowed 
down business. This situation has im- 
proved somewhat but is still far from 
satisfactory. 

After the poor showing in the last quar- 
ter of 1919, observers were somewhat at 
foss to make any predictions as to Re- 
public’s business in the first quarter of 
1920, and the results of those three months 
came as a pleasant surprise. In that 
period the company earned a surplus of 
$1,339,817 for the common stock, equal 
to $4.46 a share, or at the annual rate of 
almost $18. Results for the second quar- 
ter have not yet been made public; and 
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Youngstown district, where Republic’s 
main operations are carried on. Nineteen 
hundred and- nineteen was the poorest 
year since 1914, but if it had not been for 
labor trouble Republic would have had a 
fair chance of earning at least 6% on the 
common stock, or enough to provide for 
dividend requirements. The results of 
1919 are history, but interesting history, 
and were of such a nature as to arouse 
some question of the safety of the $6 
dividend. 

As of December 31, 1919, the situation 
of Republic stood something as follows: 





TABLE II.—PRICE RANGE REPUBLIC 
COMMON. 


1920 
*To July 10, 








while they may reflect transportation dif- 
ficulties, they are expected to be relatively 
good. January, February and March 
were not exactly fair weather months, 
from the railroad standpoint. 

Another highly encouraging develop- 
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ment in connection with Republic’s out- 
look was the amount of unfilled orders on 
the books as of March 31, 1920. This 
total was 512,451 tons, and it is necessary 
to go back to June 30, 1917, to find that 
figure surpassed. The March 31 total 
showed an increase of 30% over the un- 
filled orders on the books December 31, 
1919; and is of further significance when 
it is considered that in all of 1919 pro- 
duction of semi and finished products 
was only 702,040 tons. 

Unfilled orders at the end of the first 
quarter indicated at least six months’ ca- 
pacity operations. Since the end of the 
first quarter nothing has occurred to dis- 
turb the expectation of good business 
throughout the remainder of the present 
year. Consumers of steel products have 


not shown the anxiety to have orders 





filled that they exhibited earlier in the 
year, but nevertheless the steel mills are 
operating actively and it is not saying too 
much to predict earnings of perhaps $20 a 
share on Republic common this year. 
Certainly the showing of the first quarter, 
coupled with the outlook, has quite effec- 
tively dissipated any possible fears over 
the ability of the company to continue 
the 6% dividend. 


Conclusion 


The position of Republic’s first mort- 
gage 5% bonds, due 1940, and of the 7% 
cumulative preferred stock is undoubtedly 
strong; the bonds may be bought in the 
present market to yield almost 642%. The 
issue is a first mortgage on all the prop- 
erty and subject to a very small amount 
of bonds of a subsidiary company. 








Chicago, Rock Island & Pacific Railway 








The $25,000,000 preferred is entitled to 
a high rating as an industrial preferred 
stock, and may be bought to yield about 
stock, and may be bought to yield approx- 
imately 7.4%, 

The common stock at 93 is speculative, 
but is a favorite speculation in any active 
market. It has a rather wide range. At 
the present writing the trend seems up- 
ward. There is no suggestion of sky- 
rocketing, but the stock is in a position to 
take full advantage of any betterment in 
the general market, and is not at the 
present time in a distributing stage. There 
is no present reason to believe that Re- 
public is contemplating anything in the 
nature of stock dividends or extra cash 
disbursements, and the shares should not 
be bought primarily with that idea in 


mind.—vol. 25, p. 727. 






A Railroad’s: Popularity Compared With Its Prospects 


A Discussion of Four of Rock Island’s Securities in an Effort to Determine Which Is the Best 


HICAGO, Rock Island & Pacific 

Railway has achieved a popularity 

in Wall Street enjoyed by few other 
railroads. Nearly everyone in and about 
the Street speaks well of the property, 
and speaks particularly well of the com- 
mon stock. An unusually large number 
of letters, emanating from unusually 
strong houses, has been published in 
eulogy of the company’s securities. 

Rock Island is owned largely in New 
York, and it has even been said in jest 
that its stockholders form a majority of 
the electors in one of the voting precincts. 
This is mentioned as an incident, and not 
with the purpose of hinting that the wish 
is father to the thought As a matter of 
fact, Rock Island possesses many favor- 
able features besides its enviable reputa- 


in the Present Market 
By DANA HYDE 


After providing for the first three items 
out of the property, the remainder 
applicable to the common stock would be 
$117,923,000, or about $157 a share. 

No doubt there will be many adjust- 
ments both ways to affect the final result. 
Among these is depreciation. Taking the 
average depreciation shown in the tenta- 
tive valuation announced, Rock Island’s 
$342,830,000 plant would be subject to a 
depreciation of about $68,500,000. On 
this basis the equity of the common would 
be diminished to about $66 a share. 


Allowance for Severance Value 


In the case of the Kansas City South- 
ern, the Supreme Court directed the 
Commerce Commission to receive evi- 
dence concerning severance value, and it 
may be assumed that some addition will 


The main line of the Rock Island ex- 
tends from Chicago to Colorado Springs, 
while its branches pretty well cover the 
states of Iowa, Kansas and Oklahoma 
One line extends into southern Louisiana 
and another to Santa Rosa, N. M., where 
it connects with the El Paso & North- 
eastern. Its chief competitors are Atchi- 
son, Burlington, Missouri Pacific, St. 
Louis-San Francisco and Missouri, Kan- 
sas & Texas. 

The company’s traffic connections, 
especially in the west, are weak. Com- 
pared with Atchison and Burlington on 
through business, which is the most prof- 
itable, Rock Island is at a decided disad- 
vantage. If Missouri Pacific succeeds in 
re-establishing an interest in Denver & 
Rio Grande, it will also have the advan- 
tage of Rock Island on through traffic. 























tion. 

Anyone who has studied the recent be made to Rock Island’s land values on Like ’Frisco, Rock Island originates a 
market movements of Rock large proportion of its 
Island securities, however, <a ~ "1, <a tonnage, and this business, 
could not help observe PRICE RANGE OF FOUR SECURITIES while not the most profit- 
that the common stock has High’ lew mae tow High Low High Tew able, it cannot lose. Over 
been the only one to act Refunding 4s .. 78% 59% 68% 68% 76%  64%467% 60% Missouri, Kansas & Texas, 
well. Indeed, it is a question on ae 2 ote o0% - on S oi } +t Rock Island has a great 
whether this issue, meas- Guan ........ 88% 16 $2% 18 88%  22%41% 28% advantage from every 
ured against the others, — ae point of view. 
has not acted too well. The road earned $9,217,- 

The preliminary engineering reports of account of this factor. Commissioner 002 in 1918 and $9,067,411 in 1919, com- 


the Interstate Commerce Commission, as 
of June 30, 1915, show the cost of repro- 
duction of road and equipment to 
have been $342,830,000 and the value of 
land $45,770,000, or a total of $388,600,000. 
Capital expenditures since that date and 
to December 31, 1919, amounted to about 
$18,000,000. The book value of non-rail- 
road properties is $4,511,000. Thus, the 
total value of property on this basis to 
be measured against the company’s 
capital liabilities at the close of last year 
would be $411,111,000. 

Rock Island had outstanding at the end 
of 1919 $213,631,000 bonded debt, $25,- 
013,000 loans and bills payable, $54,544,000 
preferred stocks and $75,000,000 common. 
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Prouty has also publicly affirmed his be- 


lief that the roads should be allowed 
something for going-concern value. 
While the allowances may not wholly 


offset depreciation, it seems reasonably 
safe to assume in the case of Rock Island 
that a final valuation will show the com- 
mon stock to have an equity of at least 
$100 a share in the property. 

With the amount of the investment 
fairly settled, the next question to deter- 
mine is Rock Island’s ability under com- 
petitive conditions of operation, with 
other roads in the same region earning 
jointly 5%% on their aggregate invest- 
ments, to earn a reasonable return on its 
individual investment. 


pared with Federal rental of $15,880,681. 
In neither year would the company have 
covered its fixed charges had it been de- 
pendent on the result of operations, but 
in both years it did better than the roads 
as a whole. Rock Island failed by con- 
siderable to make as good a showing as 
Atchison, Burlington or ’Frisco, but it did 
better than Missouri Pacific in 1919. 


Diversion of Traffic 


Up to 1918, Rock Island had received 
from Southern Pacific a good deal of 
freight originating in Southern California 
for distribution along its southern and 
western lines. Some of this business was 
diverted to Atchison, while other competi- 
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tive traffic formerly handled by Rock 
Island was diverted to Burlington. 

If any progress is being made toward 
the recovery of this traffic, it is not show- 
ing in the monthly net results. While the 
operating net for the four months ended 
April 30 shows a large increase over the 
same period last year, the figures are 
distorted by the inclusion in January of 
nearly $2,000,000 back mail pay. March, 
the first month of corporate operation, 
showed a small gain over the same month 
of 1919, but this was much more than 
lost in the April decrease. 

In the competition for traffic in its 
region, Rock Island is not in the strongest 
position, nor in the weakest. Under rates 
that would provide 514% on the aggregate 
property accounts, Rock Island could not 
be expected to do as well as Atchison or 
Burlington, but past results indicate that 
it should be able to earn a reasonable 
return on its investment. 

On March 1, 1920, Rock Island had 
$24,513,000 short-term loans or demand 
notes outstanding. These were owing to 
the War Finance Corporation, the Di- 
rector General or banks, and they were 
secured by $43,770,000 bond collateral, of 
which $5,000,000 was divisional bonds and 
the balance first and refunding 4s of 1934. 
Of these loans, $5,500,000 is due October 
1, 1920, and $4,500,000 February 1, 1922, 
the rest being on demand. 

On the same date there was a balance 
due the Railroad Administration on open 
accounts of $10,643,516, but of this sum 
$8,730,170 was for equipment, which is 
security in itself for the amount, so that 
it is not likely further collateral will have 
to be pledged in connection with the 
settlement of this balance. 

In addition to the short-term obligations 
described, Rock Island will have to meet 
the maturity on October 1, 1921, of 
$1,905,000 Cedar Rapids, Iowa Falls & 
Northwestern first 5s. 


First and Refunding Bonds 


Confronted with the necessity for fund- 
ing and refunding, besides providing 
money for normal growth and develop- 
ment, Rock Island is without any issue 
that could be economically used for those 
purposes and is prevented under the terms 
of the first and refunding indenture of 
1934 from creating one. 

A very unusual provision of this docu- 
ment prevents the company from issuing 
any general mortgage, except to provide 
for $12,500,000 bonds since retired, during 
the life of the first and refunding 4s. At 
the time of the reorganization, an attempt 
was made to have the indenture amended 
in this respect and about $30,000,000 bonds 
were deposited for that purpose, but the 
plan was abandoned and the _ bonds 
returned. 1 

The first and refunding ‘mortgage is 
unsuitable under present conditions for 
several reasons. In the first place, the 
term is too short, while the company has 
two other large maturities in the same 
year. Moreover, the company requires a 
blanket mortgage with an indeterminate 
rate to meet the fluctuating demands of 
the investment market. 

The security for a new mortgage sub- 
ject to the first and refunding 4s would 
be weak, and the most feasible plan, 
therefore, seems to be the creation of a 
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mortgage that will provide for the ex- 
change of these bonds. Under the terms 
of the indenture, the action of the trustee 
is controlled by 25% of the bondholders, 
so that it would be necessary to obtain 
the consent of more than 75% of the 
holders to a plan for exchange. 

Rock Island has outstanding $29,422,189 
7% preferred and $25,122,600 6%. The 
7% stock was issued for a $40 assessment 
on the stock of the old company and the 
6% stock was given in exchange for 
$20,000,000 debentures and for other 
claims. Both classes of stock are cumu- 
lative only to the extent of 5%, and the 
7% stock is preferred over the 6% stock 
only to the extent of 1% in each fiscal 
year. 


Criticism of Dividend Policy 


There has been some criticism of the 
policy of paying these two preferred 
dividends, especially above the 5% cumu- 
lative on each class, and it is understood 
that the members of the company’s board 
have not always reached a unanimous 
opinion on the subject. It has _ been 
argued that Rock Island, in view of its 
capital requirements, the difficulties of 
obtaining credit and the high rates for 
money, is not justified in paying on these 
stocks more than enough to prevent 
arrears from accumulating, and possibly 
less. “ 

Under Government compensation, Rock 
Island earned $2.56 a share on its common 
in 1918 and $1.86 in 1919. Thus, it will 
be seen that the margin over preferred 
dividend requirements was not large. For 
the first eight months of 1920 it may be 
concluded that the rate will not vary 
greatly from 1919. After September 1, 
1920, the margin will depend on the re- 
sults of operation. 

The Transportation Act provides that 
a carrier failing to earn its rental in the 
six months from March 1 may call on 
the Government to meet any deficit in 
operating expenses or interest, but not for 
dividends until there has been a final 
adjustment of accounts. Thus, Rock 
Island cannot depend on current rental for 
this purpose. On the other hand, the next 
dividends will not be due until the last of 
December, and the company: will have the 
benefit of three months’ operations under 
higher rates before they are again de- 
clarable. 

It would be very risky to assert that 
Rock Island common will not be among 
the first of the non-dividend rails to reach 
an investment basis, but long before this 
issue is firmly established among the 
dividend-payers Rock Island must have 
solved a perplexing financing problem and 
have established a record of earnings 
offering for the preferred dividends a 
degree of security that they do not now 
possess. 

While these problems are being solved, 
the first and refunding 4s and the two 
issues of preferred stock may be expected 
to improve as much if not more than the 
common. The bonds are now selling 
around 64%, at which they yield about 
814% to maturity. The 7% preferred is 
selling around 71 and the 6% around 61. 
The return on both is nearly 10%, which 
is too high even for this market if the 
security for the dividends were ample. 
The common, around 36, is one of the 


highest non-dividend rails in the Tist. 


Are Market Prices Justified? 

I question whether anyone is justified 
in paying 36 for the common, in the ex- 
pectation of a dividend in the near future, 
until the dividends on the preferred issues 
are better margined by earnings. On the 
other hand, 71 and 61, respectively, is too 
much to pay for the preferred issues, if 
there is any doubt about the maintenance 
oi the present rates. 

Although the security for the first and 
refunding 4s has been considerably diluted 
of late by the lavish use of the bonds ‘as 
collateral, whose market value has to be 
maintained at 120% of the loans, the 
property and earning power behind this 
issue are still adequate. 

The yield of 814% on the bonds is suffi- 
cient for anyone who is not seeking an 
unqualified speculation. In order to pro- 
vide for refunding and future financing, it 
seems nearly inevitable that some offer of 
exchange must be made to the holders of 
these bonds. To meet general acceptance, 
the offer must be made attractive. 

When and if there is a rail market, Rock 
Island common can probably be expected 
to do as well for a turn as any of the low- 
priced rails, and better than most of them, 
but to hold for the next two or three 
years, I prefer the 4s of 1934 at the 
market to any of the three classes of stock. 
—vol. 24, p. 1109. 

AMERICAN BUSINESS SHOULD NOT 
IGNORE FOREIGN COMPETITION 
Ground Now Being Lost May Be Forfeited 
for All Time 


In regard to the foreign trade possi- 
bilities of the United ‘States, Charles W. 
Whittemore, president of the U. S. Cham- 
ber of Commerce in the Argentine, says: 

“Unless the present foreign trade oppor- 
tunity is grasped promptly the American 
manufacturer ‘will find great difficulty in 
regaining ground he is now losing. What 
can be had now, without much effort or 
expense, will five years hence require ex- 
treme exertions, and the probability is 
always present that the existing advan- 
tageous position, if lost, may never be 
recovered. ' 

“The emporium of southern South 
America is Buenos Aires, and Argentina 
will be the battleground for commercial 
supremacy in a large area outside of its 
own borders. In that field, the British 
are making earnest efforts to regain the 
ground lost during the war, and it is to 
be regretted that we have to admit that 
during the last year they have made more 
progress than we have. 

“This is due, in part, to the fact that 
the British merchant allocates his output 
—so much for the home market, and so 
much for the markets abroad. 

“All thinking economists agree that 
sooner or later this country will have an 
exportable surplus, which, unless sold 
abroad, will result in the curtailment of 
volume, thereby involving us in labor and 
economic problems too serious to be con- 
templated without great fear: But while 
the present problems of production are 
awaiting solution the situation of the for- 
eign markets should be carefully kept in 
mind, and the activities of competing na- 
tions should not be lost sight of for a 
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U. S. Industrial Alcohol Co. 





Commercial Possibilities of 


* Aleogas” 


Lighter-Than-Gasoline Product Should Help Support Company’s Earnings If War-Time 
Strong Financial Position 


Demand for Alcohol Slackens—U. S. Industrial Alcohol’s 


By MAX GOLDSTEIN 


beyond what the industrial alcohol market 
will take into the manufacture of alcogas. 
So far, therefore, this new development is 
more or less of a sideline to the com- 
pany’s main business, though it has un- 
doubtedly big possibilities of expansion, 
In the oil industry no concern is ex- 
pressed as to the possible competition of 
the new product. In fact, as one oil man 
told the writer, they welcome the coming 
of alcogas, if it should prove to 
commercial success, as it will relieve the 
prevailing shortage of gasoline and permit 
them to turn more of their production into 
fields, such as fuel and gas oil, 
which are of great importance but have 
been neglected of late because of the over- 
importance of the gasoline 


HE “problem of alcohol,” a favorite 
ben 4. for reformist orators for many 
years back, has now taken on a dif- 
ferent meaning. To the distillers, it now 
neans what to do with their production 
ow that it cannot be absorbed through 
the usual channels, to wit, the alimentary. 
luring the war the explosives industry 
equired great quantities of alcohol for 
1e production of fulminate ‘detonators, 
ithout which shells would not explode, 
1 in the manufacture of many other 
ods needed for war purposes. 
fter the armistice, the U. S. Industrial 
\lcohol Company found itself, like a good 
any other industrials engaged in war 
vork, with a large supply of goods on 
1and and little business activity to move 
This condition was shortly remedied, 
owever, and for some time now the de- 
and for industrial alcohol has kept the 
company’ 


be a 


other 


shadowing 

business. 
That the company thinks much of the 

is indicated by the 


prospects of alcogas 


Ss 


business. 

The company is nearly a complete cycle 
of its industry, controlling every step 
from the importation of molasses to the 
distribution of the finished alcohol and 
by-products, including even the manufac- 
ture of the machinery involved. The 
present company was formerly controlled 
through majority stock ownership by the 
Distilling Co. of America, but the latter 
corporation sold practically all of its hold- 
ings in 1915. 

Its earnings record, the ac- 
companying figures, shows that the com- 
pany was much of an earner before 
the war period, when it shared early in 
the tide of war orders. Whether it 
worth its present price or not, therefore, 
depends on whether it been able to 
utilize its surplus earnings of the war- 
time in such a way as to promise a con- 

tinuance in fu- 


given in 
not 


is 


has 





pl busy 
Looking further 
to the future, 
company 
saw a_ time 
coming when it 
would not be 
ible to dispose 
all its pro- 
duction 
ily and has been 
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UNITED STATES INDUSTRIAL ALCOHOL. 
1918 ‘1917 1916 
$14,C73,102 $12,511,277 $6,727,043 
325,049 162,434 1,842,457 
6,998,182 5,239,861 
6,749,871 7,108,982 
548,562 548,562 
1,920,000 3,840,000 
4,281,309 2,720,420 
1,954,441 2,396,786 
$51.67 $54.67 
$16.00 $32.00 


*Total current liabilities in excess of current assets. 


191 
$2,724, 
421 
130, 
2,172, 
420, 


Year ended Dec. 31 
Operating Income 
Expense, Depreciation and Interest 
Insurance and Taxes... 

Net Income 
Preferred Dividends 
Common Dividends 
Surplus for Year 
Working Capital ... ‘ 
Earned on Common per Share 
Paid on Common per Share 


the 
4,884,586 
420,000 


4,336,025 
*1, 258,224 
$36.14 


I its 


SO eas- 





1,752, 
4,299. 
$12.60 


ture years of 
earnings sub- 
stantially higher 
than those pre- 
vailing before 
1915, 

For the pres- 
ent year, earn- 
ings are unof- 
ficially under- 
stood to be run- 


1914 1913 

069,602 $1,006,774 
300,945 260,322 
115,393 94,094 
653,264 652,358 
420,000 420,000 


5 

607 $1, 
,860 

734 

013 

000 


013 
116 


233,264 
4,724,556 
$1.94 


232,358 
4,646,066 
$1.94 








developing its 
new product, “alcogas,” which is to 
used as fuel for internal combustion en- 


2zines. 


fact that last year it doubled its capital 
stock so as to raise money for plants to 
produce the new fuel, and found its stock- 
‘ holders willing to subscribe to the new 
Prospects of “Alcogas” oo ii & 

issue. 


Alcogas appears to be a mixture of 
ilcohol and gasoline, together with other 
ingredients, notably benzol. It is past the 
experimental stage, tests which have been 
made of the ordinary grade in the South 
ind of the superior aviation grade having 
shown that it fills the requirements of a 
good motor fuel. As to its economy, little 
is known definitely. 


Structure of United States Alcohol 


U. S. Industrial Alcohol is both an 
operating and a holding company. It 
owns the Curtis Bay plant, near Balti- 
more, Md., which has produced as high 
as 25,000,000 gallons of ethyl alcohol in a 
year; the Purity plant, near Cambridge, 
Mass., now practically disused; the Co- 
lumbus plant, in Greenpoint, Brooklyn, 
which was destroyed by fire last Septem- 
ber; other plants in New Orleans, 
and Peoria, Ill. All these plants produce 
grain or etl In addition, it 
has the following subsidiaries: the Wood 
Products Co., which produces methyl 
or “wood” alcohol; the Curtis Bay Cop- 
per and Iron Works, which make ma- 
chinery and do repair work; the Ansonia 
Copper and Iron Works, engaged in simi- 
lar business; the U, S. Industrial Chemical 
Co., which produces organic chemicals; 
the Cuba Distilling Co., producing alcohol 
and owning a fleet of five tankers, four 
tows and fourteen barges, used for the 
transportation of molasses, oil, and the 
company’s products; the Porto Rico Mer- 
cantile Co., which owns storage tanks, 
boilers, pumps, tank cars, a tank steamer 
and a barge. It also controls a number 
of other companies engaged in allied 


The advantages of alcohol as a motor 
fuel are, first, it permits the use of higher 
ompressions than gasoline, leading to 
greater motor efficiency; it deposits very 
little carbon and almost entirely eliminates 
ngine hammering and knocking; it is not 
in danger of premature ignition, and, par- 
ticularly important for aviation purposes, 
it provides a larger amount of energy in a 
smaller weight of fuel than gasoline. In 
some countries where gasoline is hard to 
et and starchy plants, from which alcohol 
an be readily obtained, are available, 
alcohol is used almost exclusively as a 
motor fuel. 

The trouble with using it in this country 
hitherto has been its high cost. With the 
highly increased producing capacity of 
Industrial Alcohol, however, has come 
a decline in manufacturing costs. As far 
as can be learned, the policy of the com- 
pany will be to turn all excess production 
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yl alcohol. 


‘ 
t 


ning at a 
phenomenally high rate, even better than 
during war time. As an illustration of 
how the field for the company’s products 
has broadened, we may cite the fact that 
three years ago there were 1,000 manu- 
facturers of extracts, toilet waters, and 
the like, consumers of industrial alcohol; 
today there are over 5,000. Should the 
demand from this source fall off, and it 
admittedly one that would be hurt 
badly in the event of a general depression, 
the company can turn to the manufacture 
f At the present time, with 
alcohol at over $1 a gallon, it is more 
profitable product than ak at 50 
cents, though the latter, being the equiva- 
lent of 1% times its volume of gasoline, 
is able to compete with it when “gas” 
about 33 cents a gallon. 


0 


1s 


of alcogas. 


a -ogas 


is 
Company's Asset Growth 

In 1918 Alcohol earned $51.68 a share 
the common, or a net of $6,621,309. 
rom this were deducted $1,920,000 for 
dividends on the common at the rate of 
16%, and a special amortization of $1,- 
887,207. In other words, some $4,700,000 
was put back into the property during that 
year. The balance sheet, however, shows 
a net gain of assets of nearly $10,000,000, 
composed largely of a $6,000,000 increase 
in the property account and of $3,415,790 
added in Liberty bonds. At the same 
time working capital showed an actual 
decline of $282,000, through declines in 
cash and accounts receivable. The profit 
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and loss surplus shows an increase for 
the year of $2,394,000, and a reserve for 
special amortization and depreciation has 
been set up of $3,349,501, only about half 
of which came out of the year’s earnings. 
It therefore seems as if from a purely 
bookkeeping point of view Alcohol’s asset 
showing had been increased while at the 
same time its liabilities had gone up to 
meet them. Two pieces of actual prop- 
erty were acquired during the year, the 
Curtis Bay Copper and Iron Works re- 
pair and construction plant and 27 acres 
near the chemical plant, but it is difficult 
to say if they account satisfactorily for 
the $6,000,000 increase in property 
account. 

During 1919 a special depreciation 
amount of $621,199 was taken out of earn- 
ings, but only about half of it appears to 
have been added to the reserve for special 
amortization and depreciation. During 
this year about $20.12 was earned per 





American Light & Traction Co. 





share of common on the old capitalization, 
which was doubled at the end of the 
year. Production had fallen off badly 
during the year, however, and had not 
revived till the second half. 

For this year, $494,858 was added to 
surplus, but property account showed a 
further increase of $1,553,000, while sur- 
plus showed a decline of $3,315,000. As 
a result, the theoretical asset value of 
$152 a share worked out for Industrial 
Alcohol does not mean much, as it is dif- 
ficult to say just how much actual prop- 
erty there is behind it. 

What is of more importance is earnings, 
which at the present time appear to be 
running at an exceptionally high rate, 
estimated at $21 a share, on the new 
capitalization, for the first quarter, with 
a possibility of reaching $70 or $80 for 
the year. This good showing is explicable 
on the basis of full capacity operations 
and a price for the product twice that 





obtaining some time ago, with no com- 
parable increase in operating costs. 

Outside of a $100,000 issue of a sub- 
sidiary’s bonds, the company has no 
funded debt. Its preferred stock pays 
7%, is cumulative, and has a par value of 
$100. There are $6,000,000 of it outstand- 
ing, and at the present time $24,000,000 
of the common, which also has a par value 
of $100. The latter paid no dividends until 
1917, when it disbursed $32 per share and 
was put on a $16 regular basis. This was 
maintained through 1918 and 1919, but 
this year was cut to $8 annually. 

Conclusion 

In view of the good earning power de- 
veloped so far this year, and the possibili- 
ties of alcogas should the regular line 
of the company’s business weaken, the 
common does not seem at all high at 94, 
and may well improve to higher levels 
with any advance in the general market. 
—vol. 24, p. 1028. 


Effect of Note Sale on Big Utility’s Dividend Policy 


Proceeds of Note Sale for Plant Extensions Give Stockholders Hope of Renewed Liberal 
Dividend Policy, Through Increased Earnings 


HE plum trees in the dividend gar- 
den of the American Light & Trac- 
ion Co., have been fruitful over a 
long term of years— to be exact, from 
1901 to 1920. The preferred stockholders, 
possessing gilt-edged security, have an- 
nually plucked a 6% plum, while the more 
speculatively inclined holders of common 
stock, although only meagrely rewarded 
during the first ten years—the lean years, 
so to speak—finally came into their own 
in 1911, and not only received a 10% 
cash plum but a more juicy growth in the 
form of a 10% stock dividend. For the 
commoners this has been an annual har- 
vest, paid quarterly, down to April, this 
year. 

With this record, it would seem unnec- 
essary to dwell at length upon the man- 
agement of the company or its earning 
qualities. They speak for themselves. 
The management has been the same since 
the company was organized as a holding 
corporation, in May, 1901, to take over the 
interests of Emerson McMillan & Co., 
and associates. Mr. McMillan has served 
continuously either as president or chair- 
man of the board of directors. 


Controls Fourteen Operating Companies 


The company today owns practically 
the entire stock of 14 operating compa- 
nies, furnishing gas, electric power and 
light to a field holding a constituency of 
approximately 2,400,000 people. The gas 
companies furnish 74% of the gross earn- 
ings, the electric current 16%, while two 
relatively small street railways furnish 
the remaining 10%. The company 
places a value of $34,469,829 on this own- 
ed stock, which may be considered a low 
estimate since it represents the stock’s 
original cost with only a slight increase 
for improvements. 

It was a wise business policy that diver- 
sified the field, thus insuring against a 
general loss in operating income, if ad- 
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verse conditions were encountered in any 
given locality. The operating companies 
are located in Detroit and Grand Rapids, 
Mich.; Milwaukee and Madison, Wis.; St. 
Paul, Minn.; San Antonio, Tex.; St. Jo- 
seph, Mo., and Binghamton, N. Y. 

The business of the operating companies 
has been expanded gradually and depre- 
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ciation has been guarded against by ap- 
propriations annually, from gross earn- 
ings, charged to expense, for renewals, 
replacements and repairs. While operat- 
ing costs have risen, it is believed the peak 
has been passed and that the next report 
will show a proportionate decrease in 
them. 

The aggregate net profits for dividends 


*Deducted from P.&L. Surplus. WY 


for the past ten calendar years were $44,- 
351,359, an average of $4,435,136 a year. 
The percentage earned on the preferred 
stock for ten years was 311.54% and the 
annual average 31.15%. Percentage 
earned on the common stock, after pre- 
ferred dividends, was 241.90% for 10 
years, an annual average of 24.19%. On 
December 31, 1919, the net assets appli- 
cable to the common stock aggregated 
$35,371,845 or $141.22 a share. Since its 
organization, up to May 1, 1920, the com- 
pany. has not diverged into the usual 
financing methods, but has been. building 
up conservatively its general assets, and 
has pursued the liberal policy outlined, as 
to dividends to stockholders. So much 
for the past. 

Today there has been a slight change in 
the status of the company, through the 
issue of $6,000,000 of five-year 6% gold 
notes, redeemable after May 1, 1922 on 
notice. These notes have been offered to 
stockholders at 9434 and interest, making 
their yield figure about 74%. 

This financing created interest because 
of the effort of the company to market 
6% notes in the face of gilt-edge offerings 
at larger yields by stable ‘corporations, 
and stressed the question of whether this 
note issue coupled with the fact that the 
surplus was diminishing meant the end of 
the 10% stock dividend that had been for 
so long the yearly melon. 

This question was answered by the di- 
rectors at a meeting this month when they 
declared a quarterly dividend of 14% 
cash, and 134% stock on the common, 
as against the previous quarterly rate of 
2%4% each, cash and stock. 

While a reduction had been looked for, 
particularly in the stock dividend distri- 
bution, the cut from the 10% annual rate 
to 7% in the cash allotment was en- 
tirely unexpected. From what is known 
of the company’s future, however, the 
best judges believe that the reduced rate 
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is but temporary and that with the stabili- 
zation of coal and transportation condi- 
tions and the improved public utility out- 
look, the stock will again resume its 
pleasing dividend rate. It is predicted, 
however, that in any future advance in 
rates, it will be on the cash basis distri- 
bution. 
Purposes of the Note Sale 


The proceeds of the $6,000,000 notes are 
to be expended in extensions to plants of 
subsidiaries, where the demand for in- 
creased service is imperative. This is 
relied upon to largely increase the earning 
power of the company, irrespective of its 
being the recipient of more favorable rates 
from customers. So that, used for this 
purpose, this funded debt cannot be looked 
upon as a burden, but rather as an ac- 
celerator of the profit account. It will 
not only pay its way as to interest charges 
and toward redemption, but add a con- 
siderable mite to the earnings for divi- 
dends and surplus, 

The warrants issued with the notes, 
permitting purchase of common stock in 
the ratio of two-thirds of one share for 
each $100 face value of notes at $142, 
$147 and $152 a share on or before May 1, 
1922, 1924 and 1925, respectively, will, in 
view of the past history of the company, 
undoubtedly be utilized. This will mean 
that through the sale of these 40,000 


shares, the company not only places $,- 
000,000 in cash in its treasury, figuring 
at the par value of $100, but places in its 
surplus a profit of $1,680,000 on the stock 
sold before May 1, 1922, assuming, for 
the purpose of illustration, that the shares 


are sold. This gives additional work- 
ing cash to devote to increasing 
earnings, or the notes could be imme- 
diately retired should the company so 
choose. In other words, while the com- 
pany has borrowed $6,000,000 it really 
secures the use of approximately $11,- 
680,000, of which $1,680,0000 is profit 
over par of common stock. If this ver- 
sion of the financing is correct, it would 
indicate that the funds at command will 
increase the earnings sufficiently to al- 
low the mending of the diminishing sur- 
plus. 

The position of the company, inclusive 
of the new financing, is now announced 
to be as follows: 

Funded debt, $6,000,000. Capital stock, 
6% cumulative preferred, authorized, 
25,000,000; outstanding, $14,236,200; 
common stock,. authorized, $40,000,000; 
outstanding, $25,661,800, par value $100. 
The earnings statement for 12 months 
ending March 31, 1920, shows a surplus 
balance of $9,910,790, after dividends, 
compared with $11,516,782 a year ago. 
The net earnings were $4,201,139, com- 
pared with $4,028,015 the previous year. 
Indicated earnings, to March 31, were 
$29.51 a share on the preferred and 
$13.51 on the common, compared with 
$28.22 and $13.64, respectively, for the 
12 months ending March 31, 1919. 

The stock is not particularly active in 
trading, being held for investment pur- 
poses. It has been as high as 450 and 
as low as 128. But as it has been always 
taken sudden upturns in the past, after 
declines, a recovery may fairly be an- 
ticipated as general market conditions 
improve.—vol, 24, p. 870. 
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Steel Industry Struggling Against 
Rail Congestion 


Traffic Tieup Saddles One More Burden on Industry as It 
Approaches the Zenith of Its Prosperity 


By FRANK J. RILEY, Pittsburgh 


RANSPORTATION conditions are 
rapidly demoralizing the iron and 
steel industry throughout the nation. 

Only immediate adoption of drastic 
remedial measures can avert what might 
prove an industrial catastrophe—the most 
disastrous suspension this vital industry 
has ever suffered, not even excepting that 
precipitated by the recent steel strike. 

Men of the iron and steel world are, 
as a rule, dispassionate in their views; 
their wholesome and hopeful examples 
of sound and conservative judgment dur- 
ing the war proved this beyond a doubt. 
These men will tell you frankly that the 
inadequacy of transportation facilities is 
daily undermining their industry, that it 
has been a constant struggle on the part 
of mills and furnaces to maintain opera- 
tions, even on a curtailed scale—and that 
a general shutdown may come at any 
moment. 

Economic, industrial and social effects 
of a complete suspension of iron and steel 
industry cannot adequately be anticipated 
or appreciated in advance, but the shadows 
cast by the temporary interruption to op- 
erations incident to the steel workers’ 
strike offer a faint idea of what might be 
expected, 

All of this might impress some as 
premature alarm. I believed so myself 
when I first heard it, but decided to make 
a tour of iron and steel plants to get 
first hand information. The result of 
my investigation was startling. 

I saw more than 1,000,000 tons of steel 
piled up in mill yards of the Pittsburgh 
district, being added to daily; and pros- 
pects of its movement apparently far re- 
mote. I was told by reliable sources that 
the same conditions exist in the industry 
all over the country. 

“The steel mills are blocked with prod- 
ucts, many closed and others will suspend 
before July 20 unless we get immediate 
relief,” declared J. F. Townsend before 
the Interstate Commerce Commission in 
Washington on July 10. Mr. Townsend 
was speaking for twenty of the foremost 
iron and steel manufacturers, who had 
delegated him to go to Washington and 
present to the Interstate Commerce Com- 
mission the facts which would show the 
acuteness of the situation. Mr. Townsend 
explained that 28,300 cars would be re- 
quired to move 1,500,000 tons of steel 
products, which are piled up awaiting 
shipment. 


Daniel Willard More Hopeful 

Daniel Willard, chairman of the ad- 
visory committee of the Association of 
Railway Executives, who also appeared 
before the commission, conceded that 
practically all available space was in use, 
but expressed confidence that the mills 
“can be kept going” by the shippers and 
the local car service committees co-oper- 
ating in the daily assignment of available 
cars. 


Mr, Townsend and Mr. Willard were 
among the half score witnesses appearing 
at the closing session of the commission’s 
hearing on possible modification of its 
order requiring preference to be given 
coal mines east of the Mississippi, in the 
assignment of open-top cars. Mr. Willard 
favored extension of the commission's 
order for 30 days beyond July 21, its orig- 
inal expiration date. While the steel men 
at the hearing did not commit themselves 
as to this, they made a request that the 
order be so interpreted as to permit them 
to receive a part of the open-top equip- 
ment. 

The traffic congestion that has been ob- 
taining in the Pittsburgh district for the 
past three months has been without 
parallel, owing to the density of the 
plants and industrial operations in this 
territory. Operations have been depend- 
ent largely upon the .aoving of materials 
by full train loads, but this necessarily 
has been restricted and thousands of tons 
of rolled steel and pig iron awaiting de- 
livery are being added daily to the already 
big stook in the yards of the manufac- 
turers. A material effect of the general 
freight blockade has been one of cumula- 
tive force upon the consumers of iron and 
steel, who necessarily are dependent in 
their operations on an uninterrupted sup- 
ply of incoming material. 

One of the most disquieting phases of 
the transportation situation has been the 
interference with the lake coal and iron 
ore traffic. Many vessels have been held 
in lower lake ports because of the lack 
of bunker and cargo coal, the latter of 
which they should be handling vigorously 
for the northwest at this time. 

Considerable complication has been lent 
to the situation by the strike of dock 
handlers at the head of the lakes which 
now has been adjusted. It is estimated 
that at the present time about 70% of 
the total ore vessel capacity of the lakes 
is in action. The result of these condi- 
tions promises to be a material reduction 
of the expected season’s movement of 
iron ore and a shortage of coal at the 
northern points, The effect has been felt 
already in the Lake Superior mining re- 
gions, where some curtailment of opera- 
tions has been forced. 

Where a 60,000,000 ton ore movement 
for 1920 has been predicted, ore operators 
now have dropped their estimates to 55,- 
000,000 tons, and this probably will haye 
to be revised lower as the loss of cargoes 
is continued. 


New Buying Restricted 

Iron and steel market conditions have 
reflected the influence of the tying-up of 
shipments and new buying consequently 
has been restricted to some extent. While 
there has been some increase in the ir- 
regularity of prices, due to the upset con- 
ditions, quotations have manifested a 
strong tendency. Few suspensions or can- 
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cellations of iron and steel orders have 
been reported, consumers in the main 
still exhibiting a keen desire to obtain 
tonnage just as soon as physical obstacles 
are removed. There has been a fair 
amount of spot buying of pig iron where 
consumers were able to take in shipments 
on a slightly higher basis price. Export 
sales for future delivery have run in 
splendid volume. 

An interesting feature has been the in- 
creased buying of iron and steel in this 
country by Great Britain, due to the 
shortage of supply prevailing in prac- 
tically the whole of Europe. Some round 
tonnages of various products have been 
sold on the American domestic level of 
prices and large inquiries are pending, 
including a heavy lot of foundry pig iron 
for Scotland. Scotland thus comes as 
a new customer to the American iron 
and steel market. Before the war she 
never was a buyer, but was known as a 
heavy exporter to this country. 

But it is rather discriminatory to single 
out Scotland from the vast number of 
former European exporters who are now 
coming to the American iron and steel 
market for their requirements. It has 
been said that it is up to the American 
Forge to rehabilitate war-devastated Eu- 
rope, and there seems little doubt of this. 

With Daniel Willard’s assurance of an 
immediate improvement in the traffic sit- 
uation and that the railroads will be able 
to transport the production of the mills, 
the iron and steel industry may even 
now attain the zenith of its much pre- 
dicted prosperity before the close of 1920. 
Steel makers are confident that the for- 
eign exohange situation, which has been 
a retarding factor in the export market 
for some time, will have adjusted itself 
ere long, and with this, the unprecedented 
volume of foreign orders on the books of 
the American steel maker will begin to 
move, 


World’s Shortage of Steel 


There is a deficiency of steel all over 
the world. Europe’s production is not 
over 50%, if that much. It may be five 
years before steel production in Europe 
is back to pre-war volume. In the mean- 
time, the capacity of the United States 
in the last year or more has little ex- 
ceeded 75%. This, it is estimated, makes 
a shortage in the United States and Eu- 
rope in normal production in the last two 
years of upwards of 50,000,000 tons. 

It will require a long time to make up 
this shortage with industrial and economic 
disturbances interfering constantly with 
the efforts of the European manufactur- 
ers to recover their equilibrium. 

As in so many other industries, the fact 
of great shortage, notwithstanding the 
many unfavorable obstacles, stands as a 
bulwark against depression, which would 
otherwise certainly follow under condi- 
tions which now prevail. 

I have talked with officials of the 
United States Steel Corporation, with 
those of the Jones & Laughlin Conipany, 
the world’s largest independent, and with 
any number of the smaller manufacturers 
and found them, in spite of the many 
discouraging developments of the past 
half-year, confident of complete recovery 
and unprecedented prosperity in the iron 
and steel industry. Recovery, they em- 
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phasized, depends upon the ability of the 
railroads to transport their production, 
and they have Mr. Willard’s assurance of 
relief in traffic conditions. 

There seems little or no tendency on 
the part of iron and steel consumers to 
take their chances in waiting for lower 
prices. But the unabated demand upon 
top of the present commitments appears 
sufficient to require full-mill occupation 
for a iong time—some believe for eight 
years. 

Railroad buying is the backbone of steel 
activity under normal conditions in the 
United States, and, with the railroads in 
possession of credit to buy their needs, 
the whole volume of steel exports might 
be swept into the discard, and still leave 
the steel trade, and consequently the whole 
country, at a high level of prosperity. 

It has been estimated that the railroads 
need to expend $3,000,000,000 to restore 
them to up-to-date condition. Track and 
equipment have probably not for twenty 
years, if ever, been in such dilapidated 
condition as prevails on most of the roads 
today. It is obvious, therefore, that the 
railroad bill is exasperatingly narrow in 
its provisions for rehabilitation of the 
roads. 

It might have been supposed that a 
broad treatment of this subject would 
have been accorded by Congress, as the 
Government control of the roads has re- 
sulted in leaving them in much inferior 
shape compared with their condition be- 
fore the turnover. Little expenditure has 
been made on upkeep that could possibly 
be avoided and the condition of some of 
the systems is said to be deplorable by 
reasons of Government occupation and 
neglect. An enormgys number of cars 
and locomotives is required if the busi- 
ness of the country, especia'ly during the 
Fall months, is at all taken into consid- 
eration. 


Rebuilding the Railroads 


It is now the aim of the management, 
since they have again come into posses- 
sion of their roads, to remedy this situ- 
ation as far as the limited means at their 
disposal will permit, and the interest of 
the steel trade is now naturally turned 
toward this important division of the 
steel demand as it may be evidenced by 
the volume of buying now in its incipiency. 
Conspicuous among the railroads that 
have come into the market for equip- 
ment in the past three months are the 
Pennsylvania, Baltimore & Ohio, New 
York Central, Union Pacific, St. Paul, 
Rock Island and the Soo Line. Their 
purchase includes cars, locomotives, rails, 
and plates for car repair work. The 
Pennsylvania has just closed against its 
recent 15,000-ton inquiry. 

Activity in new ship construction also 
is reflected by the market. Last week 
two 18,000-ton lots of plates for ships 
were inquired for in the Pittsburgh dis- 
trict and three vessels are being figured 
on in the East. 

Compelled to establish some means of 
transportation on their own account, many 
industrial companies are now entering the 
market for their own freight equipment. 
Large capacity hopper cars, chiefly for 
the carriage of coal, are being contracted 
for. These purchases overshadow railroad 
buying for the moment. Among such 


car orders recently filed are 1,000 for 
product coke plants; 500 hopper cars for 
the Youngstown Sheet & Tube Company; 
1,000 for the Bethlehem Steel Corpora- 
tion; 500 for the International Harvester 
Company, and 200 for the Wierton Steel 
Company. It is understood that at least 
a score of other leading manufacturers 
of diversified character will soon come 
into the market for their own transpor- 
tation facilities. 

The full extent of business on the books 
of the steel industry generally is difficult 
even to approximate. This is due to the 
fact that few companies outside of the 
United States Steel Corporation publish 
their figures. But the independent con- 
cerns are said to be well sold up, some 
of them declining business contingent 
upon deliveries earlier than the final quar- 
ter of 1920. 

Unfilled orders of the Uniteg States 
Steel Corporation for the month ended 
June 30, however, might be accepted as 
a criterion of the demand being made 
upon the industry. The amount of busi- 
ness which the leading interest had on its 
books at the date mentioned was 10,- 
978,817 tons, an increase of 31,351 tons 
contrasted with the preceding month, 
when the figures were 10,947,466. 

With apologies for resorting to dra- 
matic metaphor, the position of the steel 
maker today might be likened to that of 
the race-horse awaiting the report of the 
starting pistol. The steel man is await- 
ing the clearance of the one remaining 
retarding factor—the transportation prob- 
lem—to let him plunge into the making 
of steel in greater volume than ever be- 
fore in history, not excepting war-time. 

The deplorable traffic conditions struck 
the steel industry at a time when it was 
making splendid strides toward recovery 
from the effects of the recent steel work- 
ers’ strike. Before the railroad switch- 
men walk-out, the transportation situa- 
tion was bad enough, but this new de- 
velopment inflicted a partial paralysis on 
industries almost generally—made a bad 
condition worse, as it were, 

But all of these disturbances, one com- 
ing on the heels of the Other, failed to 
daunt the spirit of the fighting steel 
maker. Perhaps other industries would 
have closed up shop to await the passing 
of the series of industrial storms—but 
not the steel man. He kept every fur- 
nace in action and every roll a-turning 
so long as he possibly could. 

It was due to such irrepressible courage 
that economic conditions were not seri- 
ously disturbed by wholesale shutdowns 
during the convulsion of hysteria which 
the country experienced over the intol- 
erable social unrest, the crisis of which, 
it would appear, we are now well passed. 





PUBLIC WORKS NOBODY WANTS 


“I am for public works but only when 
we can afford them and only in a reason- 
able proportion to the total national ex- 
penditure. I would rather see a new fac- 
tory built in a town than a new postoffice 
or a new city hall. I would rather see a 
new silo than a new concrete culvert. I 
am for good roads, but I would rather 
see the good road run from a mill to a 
freight depot than from the sheriff's of- 
fice to the cemetery.”—William B. Colver. 
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The dividend rate given covers regular declared dividends on yearly basis. 
the comment column on the right, which also summarizes important price-affecting factors. 
and the last reported sale or bid price before going to press. A 
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Niagara Falls Power Co. 





How Niagara Was Harnessed 


William B. Rankine, a Struggling Tutor, Was the Man Who Put the Falls to Work and Made 
Million Dollar Industries Possible 


OU who have stood on the brink of 

Niagara Falls and have felt the power 

of that thunderous waterfall may have 
thought it strange that this titanic power 
should for centuries have been but a 
phantom of hope to man. 

It is but a few years since a young 
man, William B. Rankine by name, gath- 
ered up the odds and ends of the dreams 
of those who had long sought to make 
commercial use of the mighty power, came 
down to Wall Street and in a'single day 
raised the millions of dollars needed for 
the exploitation of this gigantic power. 

He was a slight, frail young man, a 
studious fellow, who for some years had 
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plussed as to what to do—how to go about 
it. To build that tunnel meant the ex- 
penditure of millions of dollars. Noth- 
ing like it had ever before been built, and 
while it looked good on paper, it was con- 
siderable of a gamble. They hadn’t the 
money to build the tunnel and didn’t know 
where they were to get it. For three 
years the charter was an elephant on 
their hands. The whole thing was up in 
the air, a dream, a vague, indefinite propo- 
sition. 
Rankine’s First Step 


Young Rankine, employed as he had 


been by the most prominent and wealthi- 


he had to say about his Niagara Falls 
power tunnel. 

“I’m sailing tomorrow for a trip to- 
Europe,” he told Rankine. “Going over 
for a vacation. Be back in a year. Come 
and see me then.” 

Thus were the hopes of the ambitious 
young man crushed. He had banked 
everything on this interview, only to be 
told that he was to come back and try 
again a year hence. The ordinary young 
man would have swallowed his disap- 
pointment and, discouraged and disheart- 
ened, turned down the page on another 
blasted hope. 

But Rankine was not 
young man. He had the back- 


the ordinary 





been employed as a tutor in the 
Porter family, that at one time 
owned all Niagara Falls. He was 
poor, unknown, obscure, untrained 
in the arts of finance or mechan- 
ics, and yet he developed within 
himself the faith, the force and the 
ability to make this great power 
the servant of man. 


The fixed events of fate never 
appear to us until long after the 
events have taken place. Fate it 
must have been that enabled this 
poor young man to make the ac- 
quaintance of the great corpora- 
tion lawyer, Francis Lynde Stet- 
son, and fate also decreed that the 
development of the turbine water- 
wheel and great advance in the 
knowledge of electricity should 
tome along at about the same time. 

The harnessing of the power of 
Niagara was not a new idea. It 
had long existed in the minds of 
men, one of whom was Thomas 
Evershed, a division engineer of 
the New York State Canal. He 
conceived the idea of a hydraulic 
canal, and enlisted the interest and 
support of several Buffalo and, 
Niagara Falls men. In 1886 the 
New York Legislature granted 
these men a charter for a company 
to be known as the Niagara River Hy- 
draulic Power & Sewer Company for the 
purpose of constructing, maintaining and 
operating, in connection with the Niagara 
River, a hydraulic tunnel for power pur- 
poses, etc. 

The city of Niagara Falls is built on 
solid rock, and the idea of the new hy- 
draulic company was to build a tunnel 
under the city, away down. 150 feet below 
the surface, and into this tunnel they 
would outlet the city sewage, build a fore- 
bay and let water in from the Niagara 
River and lease the right for power water- 
wheels. These wheels were to be in- 
serted in pits, the water would rush in 
and whirl the wheels and then would out- 
let into the canal. It looked like a pretty 
good proposition. But having secured the 
charter the gentlemen were a bit non- 
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THE MAJESTIC POWER OF NIAGARA FALLS 
100,000,000 tons of water flows over the falls every 
hour—an unbroken flow 14 feet deep, or approxi- 


mately 58,000 barrels a second 


est family in Niagara, the Porter family, 
which owned Goat Island and all the land 
about the Falls until the State of New 
York, took it over for a park reservation 
heard this charter discussed time and 
again. He came to know every clause of 
the document by heart, and finally, after 
the promoters had despaired and aban- 
doned all hope of ever doing anything 
with the proposition, he sought out the 
head man of the company and asked his 
permission to see what encouragement he 
could get towards securing funds to build 
the tunnel. This was readily granted. 

In all the great city of New York he 
was acquainted with just one man, Fran- 
cis Lynde Stetson, whom he had met at 
Niagara Falls He presented himself at 
the great lawyer’s office. 

Mr. Stetson greeted him with a cordial 
handshake and listened patiently to what 


bone, the stability, the genuine la- 
tent ability that seems to lurk in 
these men of slight physique, men 
like Harriman and Napoleon, men 
who achieve astonishing results. 
His courage and faith did not wa- 
ver for an instant. He patiently 
waited the year out, and when he 
read in a New York newspaper an 
account of an interview between 
reporters and Mr. Stetson, upon. 
the latter’s return from abroad, he 
was right on the job. 


Again Mr. Stetson greeted him 
with utmost cordiality. They 
chatted a few moments, and then 
young Rankine brought up the 
subject of their former conversa- 
tion. He had written out a syn- 
opsis and prospectus of the pro- 
posed power company. It was a 
concise statement, written on a 
single sheet of paper. He handed 
this to the lawyer. 

Mr. Stetson read it carefully, 
digested it slowly. Then they had 
a somewhat lengthy discussion. 

“You come along to lunch with 
me,” said Mr. Stetson. “I want 
you to meet D. O. Mills, one of my 
clients. When he was a young 
man he used to work in a bank out in 
Buffalo and is keen on things out that 
way.” 

So they went to lunch, met Mr. Mills, 
and Mr. Stetson carefully put the propo- 
sition before him. The result of that 
short talk was that Mr. Mills agreed to 
finance the proposition up to $5,000,000, 
provided they could get others to come 
in for an equal amount. 

Lawyer Stetson didn’t lose any time om 
small fry. 

“Let’s go over and see J. P. Morgan,” 
he said. 

So the young organizer went along 
with his amiable lawyer friend and they 
had a nice little chat with Mr. Morgan. 
Mr. Stetson was the attorney for Mr. 
Morgan’s big steel corporation. He had’ 
great faith in Mr. Stetson, and it took 
him but a few moments to decide that he 
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would chip in a little matter of $3,000,000 
to $5,000,000, if that would help them out 
any. 
Financing Done in One Day 

The result was that in one day William 
Rankine and Lawyer Stetson put over a 
deal that had been hanging fire for cen- 
turies. The Niagara Falls Company was 
financed. The mighty power which for 
ages had run to waste, and upon which 
no man up to that time had been able to 
make an impression, was duly corralled. 
The matter was all arranged in a few 
hours’ chatty talk down in Wall Street. 
To the youth it must have seemed that 
lucky chance often decides events of great 
moment. 


five thousand horse-power in all. This is 
but one of the five power plants now op- 
erating at Niagara Falls, and this develop- 
ment is but a fraction of the power of the 
Falls, which, it is estimated, is capable 
of developing five million horse-power. 

One hundred million tons of water tlows 
over the brink of Niagara Falls every 
hour. At the crest of the horseshoe falls 
on the Canadian side of the river, the 
water even now, when so much water is 
being diverted for power purposes, tlows 
over with an unbroken flow fourteen feet 
deep. Engineers have figured out with 
considerable exactitude that fifty-eight 
thousand barrels of water go over the 
Falls every second. 
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THE LARGEST HYDRO-ELECTRIC POWER HOUSE IN THE WORLD 
Utilizing the inexhaustible power of the falls, the water flows through a tunnel 
1% miles long to form an immense tail race 


. 

The new interests secured all rights and 
title to the charter and at once discarded 
practically all the ideas of the projectors 
of the enterprise with the exception of the 
tunnel. The old-time water-wheels were 
being superseded by turbines. Electricity 
was making history fast about that time 
and it was decided to build a power plant 
equipped with turbine water-wheels gen- 
erating electricity. 

On October 4, 1890, ground was broken 
for the tunnel, and for over three years 
a thousand men worked night and day 
building the tunnel, cutting it through the 
solid rock, down one hundred and fifty 
feet beneath the surface. That tunnel is 
built to last as long as the Falls itself. 
To make it a good job they used 16,000,- 
000 bricks in lining it. It is twenty-five 
feet in diameter, a mile and a half long, 
and forms an immense tail race through 
which the water after whirling the tur- 
bine-wheel shafts rushes to an outlet be- 
low the Falls. 

Where the tunnel begins, about a mile 
and a half above the Falls, are two power 
houses, built of stone, like fortresses. 
Here is constructed a surface canal and 
under the power houses are the wheel 
pits, at the bottom of which are installed 
the turbines. The water passes from the 
canal direct to the turbines, through im- 
mense steel penstocks, causing them to 
revolve at high speed. By means of shaft 
connection between these turbines and the 
generators the electric current is generated. 
In these two power houses are twenty-one 
units of power, each generating five thou> 
sand horse-power, or one hundred and 
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Power Inexhaustible 

Remember, also, that this power is not 
for a second only, but is a constant quan- 
tity. The millions of tons of water keep 
coming, hour after hour, twenty-four 
hours a day, seven days a week and three 
hundred and sixty-five days a year. For 
centuries this water has been pouring 
over the crest of the precipice, and so it 
will continue to pour for centuries to 
come. Niagara Falls is a tireless worker. 

In the summer of 1895, electric power 
was first commercially delivered by the 
Niagara Falls Power Company. When 
we look back to that time we realize what 
tremendous advances electricity has made 
in the last twenty-five years. Up to that 
year electricity had been for generations 
a sort of scientific plaything. It served 
great purposes in the operation of the 
telephone and the telegraph and for elec- 
tric light. But at that time this seemed 
to be about the limit of its usefulness. 

From the first, Mr. Rankine had been 
appointed general manager of the entire 
enterprise, and now that he had really 
achieved success and the electric power 
was available, he was confronted with a 
serious problem. Oddly enough the prob- 
lem was—What was he going to do with 
it? 

Today it is estimated that the total 
horse-power produced by electric motors 
is approximately nine million horse- 
power. Back in 1890 it was less than 
twenty thousand horse-power. The Ni- 
agara Falls Power Company was flooding 
the market. They were equipped to pro- 
duce an enormous oversupply, and for a 
while it seemed as though there was no 
possible commercial use for it. 





THE PLANT THAT HARNESSED NIAGARA 
In 1895 electric power was first commercially delivered by the Niagara Falls 
Power Co., and today it is estimated that the total power produced by electric 
motors is approximately 9,000,000 horse power 


To get this within the easy compre- 
hension of the human mind, let us assume 
that these fifty-eight thousand barrels of 
water represents an equal amount of gas- 


oline. It is not hard to imagine the power 
that this amount of gasoline can exert 
when brought into force by an explosive 
spark. Imagine, then, the power that is 
now going to waste over Niagara Falls, 
for in the abrupt drop of one hundred 
and fifty-eight feet this water, if har- 
nessed and made to whirl an electric dy- 
namo, will exert something of the same 
force that will the fifty-eight thousand 
barrels of gasoline 


Diogenes says that fate is the connect- 
ing cause of existing things and is the 
reason according to which the world is 
regulated. Kindly fate was still watch- 
ing over the young tutor. At about this 
time the minds of men were turned to the 
problem of reclaiming riches in the store- 
house of nature by means of operations 
which in the dark ages would have been 
known as the black arts, but are known 
today as electro-chemical, electrolytic and 
electro-thermal. These men found that 
the commonest earths and materials, even 
the impalpable atmosphere, contained al- 
most illimitable wealth which could be 
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dug out, not with pick and shovel, but by 
means of electricity. 

At first these operations were mere 
sketchy experiments; some of them re- 
sulted from actual blunders in experiments 
which had been carefully thought out. 
The most valuable discoveries came as 
the merest chance. 

While many of the experiments were 
successful scientifically, yet because of 
their great cost they could not become 
practical commercially. What was needed 
were great quantities of electrical energy 
and at a price much lower than it had 
heretofore been possible to produce it. 

The Niagara Falls Power Company at 
that time held in its grasp the potentiali- 
ties of boundless wealth. But, strange as 
it may seem, neither young Rankine nor 
his backers realized what they had. Those 
who have grown enormously rich out of 
Niagara Falls power, and there are many 
such, are not the men who backed the 
power plants, but the concerns that came 
in and adapted the product of the power 
plants to the manufacture of their prod- 
ucts. 

The First Contract 


The first contract made for the supply- 
ing of Niagara Falls power was with the 
Pittsburgh Reduction Company, now 
known as The Aluminum Company’ of 
America. The story of this industry reads 
like a tale from the Arabian Nights. 

A*poor boy, the son of a small-salaried 
professor at Oberlin College, while ex- 
perimenting with electricity, discovered a 
new and cheap method of producing alu- 
minium, if he were able to get the elec- 
tricity in sufficient quantity. The name 
of this young man was Charles M. Hall. 
Every cent that he and his family could 
raise was spent in fighting for recognition 
of prior discovery and invention. He 
won out, formed a company and built a 
modest plant at Niagara Falls. Today 
that plant has grown to be a tremendous 
affair and is the largest single user of 
electricity at the Falls, and in the world. 
The process discovered by Mr. Hall now 
produces the larger share of all the alu- 
minium used in the world, and at Niagara 
Falls is produced practically all the alu- 
minium used in this country, and large 
quantities are shipped to foreign countries. 
About three years ago, while still a young 
man, Mr. Hall died. The value of his 
estate amounted to $23,000,000, the larger 
portion of which went to his alma mater, 
Oberlin College. 

The second contract for power was 
made with The Carborundum Company. 
It is highly probable that if Dr. Edward 
G. Acheson, the inventor of this product, 
and the inventor of other of the products 
turned out by the factories at the Falls, 
had lived in the Middle Ages he would 
have been sent to jail as a sorcerer in 
league with his satanic majesty. 

While carrying on a series of experi- 
ments with electric current, Dr. Acheson 
produced some minute crystals so hard 
that they would cut glass. A study of 
the properties of these crystals showed 
them to be also very sharp and infusible 
at any known heat. It was indeed a form 
of artificial diamond. With this sub- 
stance there has been built up one of the 
largest industries of the world, a vast plant 
producing abrasive wheels and grinding 
and sharpening machinery. Niagara Falls 


404 


is now the first city in the world produc- 
ing abrasive material. Approximately 
25,000,000 pounds of carborundum are pro- 
duced at the Falls every year, and from 
this plant is supplied practically all the 
ferro-silicon used in the manufacture of 
steel. 


All Niagara Industries Are New: 


The dreams of the projectors of the 
hydraulic canal did not work out along 
the lines they had. anticipated. They 
thought that with the inauguration of 
power facilities Niagara Falls would be- 
come a vast manufacturing city, with cot- 
ton and woolen mills, shoe factories, etc. 
There are none such at Niagara Falls. 
It is today a great manufacturing city, but 
the products they turn out there are new 
creations, built up in the last twenty years, 
products that did not exist prior to that 
time. 

There are many great chemical fac- 
tories, a large plant producing calcium 
carbide, factories producing caustic, 
bleach, chlorine, etc. It is a novel, a 
unique industrial community where secret 
processes are the vogue, and all have 
electricity as a basis. 

Aladdin and his mystic lamp have noth- 
ing on Niagara Falls. Who, a few years 
ago, would have dreamed that it would 
be possible to extract from the air, the 
intangible atmosphere, one of its constitu- 
ents—to suck air into great reservoirs, 
condense and liquefy it and then reduce 
this to fixed nitrates? That is just what 
they do at the Falls. Nitrogen is part 
of our food and breath, and all about us 
the air contains infinite supplies of this 
life-giving element. One of the factories 
at the Falls is producing nitrates from the 
air and marketing this in the form of fer- 
tilizer. The soil demands nitrates and 
the addition of this product energizes the 
soil into new life and makes it produce 
with astonishing fertility. The possibili- 
ties of this product fairly staggers the 
imagination, for with the illimitable quan- 
tity available from the impalpable atmos- 
phere what may we not expect in the way 
of increased farm production when it 
becomes possible to manufacture nitrates 
from the air in large quantity and at low 
cost? 

Is it not strange that water, which in 
itself cannot burn, and is used to extin- 
guish flames, should, through the ingenu- 
ity and invention of.man, be made to yield 
the highest known heat? Of all the 
power now developed at the Falls, and 
it is fast approaching one million horse- 
power, 90% is used for heat, in the elec- 
tric furnaces. The remaining 10% is fed 
out to the surrounding country on radiat- 
ing copper wires and is used in Buffalo, 
Rochester, Syracuse and the intervening 
towns and cities for manufacturing and 
lighting purposes. It is also used in To- 
ronto and the Province of Ontario for 
the same purposes. 

There has been much bitter denuncia- 
tion of the power companies at the Falls 
by sentimental editorial writers, who have 
railed and stormed at what they call 
desecration of the scenic beauty of the 
Falls by power companies. and factories. 
But when we realize the great benefits 
that have come from the utilization of 
this great power in producing from waste 
products the great riches stored up in 


nature’s storehouses, the inexhaustible 
wealth of the air, and when we learn of 
the coal shortage, the gradual exhaustion 
of coal deposits, shall we blame these in- 
genious chemists and inventors and cen- 
sure them for their efforts to retrieve 
heat, light and power for us from inex- 
haustible sources? 


Where More Power Lies Idle 

It is not generally known that an addi- 
tional 5,000,000 electric horse-power lies 
below the Falls in the deep cafion which 
the falling waters have worn in the solid 
rock by countless centuries of pounding 
over the abyss. The drop from the base 
of the Falls to the end of this gorge, a 
distance of seven miles, is equal to that 
of the Falls themselves. Able engineers 
have said that it is feasible to dam this 
gorge and develop additional millions of 
electric horse-power. 

It has also been suggested that a sys- 
tem of suction pipes could be introduced 
into the basin below the Falls, where the 
water is one hundred and eighty feet deep, 
and this water could be syphoned, made 
to run up hill, and discharged at the old 
Lake Ontario Escarpment, where there 
is a sheer drop of two hundred feet. At 
this point the water would be fed out 
from a forebay into penstocks, and here 
also additional millions of horse-power 
could be developed. So it seems that 
whatever startling things electro-chemis- 
try may have in store for us, there is 
assurance for the future of abundant 
electric power, if capital can be found to 
construct the works. 

When in the retrospect of the past we 
are able to see all that has been accom- 
plished in the last twenty years, what shall 
we say of the possibilities of the future? 
Within a radius of five hundred miles 
from Niagara Falls resides 60% of the 
population of the United States, and 80% 
of the population of Canada. If it were 
possible to make use of the power, now 
going to absolute waste at Niagara Falls, 
all the people living in this district might 
find it possible to make use of this “White 
Coal” for heating and lighting their 
homes. They could use this power for 
cooking their food. The housewife could 
find in the electric button and the auto- 
matic switch a servant to run her sewing 
machine, her washing machines, her elec- 
tric flatiron, her electric foot-warmer for 
cold nights—all this from the power of 
Niagara Falls. 

And so it was that only comparatively 
few years ago this poor tutor and the 
great lawyer made history that day down 
in Wall Street when they chatted with 
Mr. Morgan and Mr. Mills. They it was 
who blazed the way for all the wonderful 
things that have. been accomplished with 
Niagara Falls power. Thus have come 
into being products in almost universal 
use today that did not exist previous to 
that day. 

And today the field is just as broad as 
it ever was. The possibilities now are 
even greater than they were then. So, if 
you are poor, and have a good proposi- 
tion, don’t despair. Come down to Wall 
Street. But before you come be sure that 
you have a good friend or an acquaint- 
ance down there, someone like this amia- 
ble lawyer friend of the poor tutor, Fran- 
‘cis Lynde Stetson, to take you around and 
introduce you. It will help a lot. 
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Selling a Mining Prospect 


Chapter V of the Series “Business Principles Applied to Mining”—Development of Meritorious 


Properties Often Postponed Indefinitely Because of Owner’s Unreasonable 


Demands—Examples of Fair Terms 


MAN from one of our western 

mining states came to my office the 

other day and said he had a won- 
derful opportunity to offer any of my 
clients who would give him a little finan- 
cial assistance. He was positive that his 
mine would become a big producer, and 
all he needed was about $25,000 to make 
the demonstration. To the man who 
would put up this money for development 
purposes, the owner of the property of- 
fered terms that he considered almost 
munificent. 

I had heard this introduction to a tire- 
some story so often that I was about to 
excuse myself, but the stranger was so 
earnest in his desire to give somebody 
an interest in a rich mine for “almost 
nothing” that I decided, as I usually do, 
to at least hear his proposal, with the 
hope that here might be the one man in 
a hundred who had found a real mining 
opportunity. 

This man held two mining claims 
under possessory title, within the boun- 
daries of which he had opened a vein 
that outcropped for a distance of several 
hundred feet. The vein was reported to 
be from 20 to 40 feet wide, and was de- 
scribed as “strong and _ persistent” 
throughout its length. A few samples 
had been taken along the outcrop, but 
the returns were not available. No pay- 
able ore had been found near the surface, 
but it was pointed out that several other 
mines in the district had exhibited this 
same characteristic, and had afterwards 
yielded rich ore when developed at 
depth. 

The development work consisted of 
discovery shafts to comply with legal 
requirements necessary to hold the 
claims, and about 80 feet of crosscut 
tunnel driven into the mountain with the 
view of cutting the vein at a depth of 
about 100 feet below the outcrop, but 
which had not yet been advanced far 
enough to accomplish its purpose. Just 
why a prospector insists on spending his 
toil and hard-earned money in driving a 
crosscut tunnel in barren rock, when he 
should be sinking or driving on the vein 
is difficult to explain, but he often does it. 


Owner Dwells on Irrelevant Facts 


The owner was urged to confine his 
description to the vein, and to state all 
its characteristics, and why he was posi- 
tive that it contained a valuable ore shoot 
below the surface. However, he insisted 
in going into defail in describing numer- 
ous ore shoots in other properties within 
a radius of twenty miles of his claims, 
and he offered this as evidence that he 
was “in the very center of a richly min- 
eralized zone,” and that a continuation of 
his crosscut tunnel simply “could not 
miss opening a dividend payer” when it 
reached the vein. He offered to “let me 
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in” on this unattractive speculation by 
offering to any of my friends an oppor- 
tunity to buy 50,000 shares of the stock 
of a mining corporation capitalized for 
$2,000,000, divided into 2,000,000 shares 
of par value of $1.00, all for $25,000 
cash! 

Fundamentally, this proposal is only a 
variation of the demand made by the old 
prospector who had worked on his claim 
every year for fifteen years without 


finding any payable ore, and who would 
condescend to let go of his property “for 
$50,000 cash, and not a cent less,” on the 











Example of preliminary surface equip- 

ment erected on a small mining pro- 

ject by a lessee holding an option to pur- 

chase. The prospective buyer should 

have opportunity to prove that the prop- 

erty is worth the price demanded before 
he pays the money. 


ground that it was a perfectly good min- 
ing claim, and would be worth many 
times this amount as soon as he opened 
the rich ore body just ahead. 

What is wrong with either of the above 
proposals? Simply this: They are un- 
fair. Such an offer does not constitute 
a square deal. For the vendor it is a 
clear case of “heads I win, and tails you 
lose.” Any contract that involves the 
sale or development of a mining property, 
the value of which is speculative, should 
offer to buyer and seller opportunity to 
share in possible profits, in proportion to 
the risk that each assumes, so far as 
these risks may be determined. Natur- 
ally, in view of the speculative nature of 


most mine development, it is difficult, if 
not impossible, to determine a fair dis- 
tribution of the risk. Nevertheless, there 
are certain kinds of contracts that are 
more equitable than others in such cases. 
The general arrangement that is usually 
most satisfactory in connection with the 
sale of a mining prospect, or partly de- 
veloped mine, is the lease with option to 
purchase, usually referred to as a “bond 
and lease.” 

To illustrate the application of this 
form of contract, let us use the case of 
the old prospector who demands $50,000 
cash for his claim. A prospective buyer 
will not consider paying $50,000 for a 
property unless he thinks there is a fair 
chance to get his money back, together 
with a profit commensurable with the 
risk. If the risk is great, his possible 
profit should be great in proportion. 

The first step in the negotiations would 
no doubt be a demand on the part of the 
prospective buyer for an option to pur- 
chase for, say, 30 or 60 days, or whatever 
period is necessary to make an examina- 
tion of the property for the purpose of 
deciding what risks, if any, he is justified 
in assuming. If he is experienced in 
mining he may examine the property 
himself. If he does not feel justified in 
depending upon his own judgment, he 
will have the property examined by one 
or more engineers in whose judgment he 
has confidence, 

Under ordinary circumstances, a deci- 
sion to purchase for cash would be made 
only in the event that the property con- 
tained enough payable ore in sight to 
yield a net income sufficient to return the 
$50,000. purchase price, together with a 
reasonable profit. This means that the 
proceeds from the sale that is reasonably 
assured must return the cost of equipping 
the mine, the cost of a mill, if a mill is 
required, all operating expenses, taxes 
and insurance, interest on the investment, 
and a profit of, say, 20% or more. Men 
do not go into mining, or any other spec- 
ulative _enterprise, for ordinary interest 
return that can be secured by buying in- 
vestment bonds. 


No Cash Without Assured Return 


If the prospective purchaser cannot be 
assured of the return of his money with 
a good profit, he will refuse to pay cash, 
but if he believes that by risking the loss 
of $50,000 he has a fair chance to make 
many times this amount, and he is able 
and willing to assume such a risk, he 
may consider the expenditure of money 
on the property for the purpose of trying 
to develop a valuable ore body. In con- 
sideration of the risk of finding nothing, 
and eventually losing his money, he will 
demand the right to ship a part or all of 
the ore he finds, with the view of reduc- 
ing his loss, eliminating it altogether, or 
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perhaps making a profit for his pains. 
At the same time he will retain the priv- 
ilege of either buying the property for 
the purchase price demanded, within a 
certain time limit, say two or three 
years if he can make the mine worth the 
money within that time, or forfeiting his 
lease, and quitting. The option privilege 
in such a case is usually contingent upon 
the faithful performance of the covenants 
of the leasing agreement. 

Such an arrangement is fair to both 
parties at interest. The vendor eventu- 
ally gets his price if the mine is worth it. 
In addition he receives a royalty on the 
ore shipped under the agreement of 
lease. He assumes no risk of loss. His 
mine is developed without expense to 
himself. If the development proves the 
mine to be worthless, he is simply learn- 
ing the sad truth sooner than he could 
find it out at his own expense, and the 
agony is over. 

Again, the prospective buyer, or lessor, 
has a run for his money, and has the 
right to quit, and stop his loss whenever 
he thinks that he has had enough of 
trying to demonstrate the value of the 
other fellow’s property. In return for his 
risk, the buyer has a chance to exercise 
an option to buy a mine for less than it 
is worth. The details can be arranged so 
that in the event of success both parties 
will be happy, and in the event of loss 
neither can accuse the other of taking an 
unfair profit at his expense. 

The advantages of the square deal in 
trying to negotiate the sale of a mining 
prospect, or accomplish its development, 
may be emphasized by pointing to typical 
examples of unfair demands that have 
caused loss of both time and money for 
would-be vendors. My first example will 
be a property that was offered to one of 
my clients within the past three months. 
It was represented as a very valuable, 
well developed mine, which the owning 
corporation desired to sell because it 
could not raise sufficient money for neces- 
sary equipment and working capital. 

A large tonnage of payable ore was 
claimed. The price demanded was 
$2,000,000, payable at the rate of $500,000 
ninety days after examination, and a like 
sum every six months thereafter until the 
total price was paid. The client stated 
that his crowd could handle the property 
if the claims regarding ore reserves could 
be confirmed. The first step in the in- 
vestigation was to request complete maps 
of the property, and a report or statement 
setting forth the basis for the price de- 
manded. The maps were in good order, 
but no evidence was forthcoming to con- 
firm the existence of even a small frac- 
tion of the ore reserve claimed to exist. 
It was admitted by the owners of the 
property that the so-called ore reserve 
consisted almost entirely of the kind 
classified by engineers as “possible ore,” 
which is a way of saying that it is within 
the realm of possibility that future de- 
velopment work may disclose such ore, 
or that it is not altogether impossible 
that the ore is there; but this class of 
ore is seldom estimated in terms of ton- 
nage or value, and it is never regarded 
as a part of the ore reserve, or as “ore 
in sight,” on account of its purely specu- 
lative character. 

The preliminary 


investigation con- 


ducted by correspondence having reduced 
this “$2,000,000 mine” to a “prospect 
awaiting further development,” the owner 
was prevailed upon to submit a form of 
lease and option which he would be will- 
ing to consider. Here was an opportunity 
to have his property developed without 
expense or risk to his company. But the 
terms he offered provided that the lessee 
should equip and develop the mine, under 
the supervision of the lessor, and that no 
part of the ore opened by development 
be mined excepting that broken in ad- 
vancing the development openings, and 
that the lessee might have an option to 
purchase the property at any time within 
two years for $2,000,000 cash. All three 
provisions were most extraordinary 
under the circumstances; the first two be- 
cause they were ridiculous and unbusi- 
nesslike, and the: third because the phy- 
sical conditions surrounding the property 
made the development of a $2,000,000 ore 
body next to an impossibility. 

Most engineers have witnessed similar 
fruitless negotiations, and have probably 
heard the would-be vendor dispose of the 
matter by saying that he did not propose 
to be robbed! Investigation has brought 
out the fact that for the past ten years the 
prospect owner above cited has been try- 
ing to sell his property. If his future 
negotiations are consistent with those of 
the past, the property will remain dor- 
mant as long as he lives, and much valu- 
able time will be wasted. 


Another Case of Unreasonableness 


Another example of unreasonable de- 
mands, often made by a claim owner, is 
the case of a friend of mine who owns 
a group of patented claims covering a 
very promising prospect. He has made 
several efforts to sell his property under 
a leasing arrangement with an option to 
purchase within two years for $100,000. 
There is only a small quantity of ore in 
sight, but the outlook for more ore is so 
encouraging that numerous mine oper- 
ators have shown a desire to spend 
money in its development. 

However, on account of the location of 
the property in a rugged, mountainous 
district, where the snowfall is heavy, and 
where the most desirable development 
work can be performed comfortably and 
safely during a period of only three or 
four months of the year, the limit of two 
years is too short a time in which to 
develop and block out sufficient ore to 
justify the large cash payment. After 
wasting many years in trying to induce 
mining men to accept his too severe 
terms, the owner has finally reduced the 
price and extended the term of option, 
so as to receive consideration in the 
market for mining prospects, with a fair 
chance of negotiating a sale. 

I could cite numerous examples of 
prospects, and even developed properties, 
that have been virtually “eating them- 
selves up” during the past ten years be- 
cause the owners cannot afford to oper- 
ate, or will not assume the risk of equip- 
ping and operating, and at the same time 
are unwilling to allow anyone else to 
operate under equitable conditions. 


What Many Owners Fail to Realize 
Many a promising mining prospect is 
idle because the owner will not realize 
that he cannot eat his cake and have it, 


or because he prefers to own 100% of an 
idle property rather than accept from 
25% to 49% in an operating mine that 
at least has a chance to earn a profit. 
Every small mine owner should realize 
this—and it may also apply to some 
large mine owners—that he cannot justly 
expect any man, or group of men, to ad- 
vance the money necessary to develop a 
mining property without having control 
of it. Men who are willing to spend a 
substantial sum in trying to develop a 
mine usually mean business, and are act- 
ing in good faith, and they are entitled 
to, and usually insist upon having, voting 
control and management of the enter- 
prise. Many interests who finance min- 
ing ventures will consider no negotia- 
tions that do not involve an option on 
complete ownership. 

One of the facts that I desire to im- 
press on all mine owners who may desire 
to offer their properties for sale is the 
necessity for a businesslike presentation 
of their proposal. The man who is will- 
ing to consider the purchase of a mining 
property insists upon having two things 
before he will agree to negotiate, and 
these are, first, an accurate description of 
the physical condition of the property, 
with as much detail as may be necessary 
to justify the price demanded for the 
property, and second, a clear outline of 
the business proposal, setting forth in de- 
tail the terms of sale. In other words, 
the prospective buyer, or his agent, ex- 
pects the owner, or the promoter, to “lay 
all his cards on the table” in the begin- 
ning, so as to save time and avoid mis- 
understanding. 

It behooves the prospective vendor to 
have available a complete and detailed 
report on his property, prepared by an 
engineer if necessary, so that when such 
a report is placed before the buyer he 
may be in a position to say, “If these 
representations regarding the property 
can be confirmed by my engineers, I will 
agree now to buy the property under the 
terms of this contract.” Bear in mind 
also that a disorderly, indefinite state- 
ment or description of the property, con- 
taining palpable exaggerations, and de- 
liberately avoiding the essential facts, is 
sure to breed distrust, suggest misrepre- 
sentation, and fail in its purpose; whereas 
a definite, concise, and orderly presenta- 
tion of the facts is likely to stimulate in- 
terest, inspire confidence, and expedite 
negotiations. 

(Series to be continued) 





OUR WANING GOLD PRODUCTION 


The Geological Survey states that in- 
formation received during the first six 
months of 1920 indicates the production 
of gold in the United States for the year 
will probably be less than $50,000,000. 
This compares with a production of $58,- 
285,000 in 1919, $68,646,000 in 1918 and a 
ten-year-peak production. of $101,035,000 
in 1915. 

World production of gold in 1919 is 
forecast at between $345,000,000 and 
$350,000,000, as against $380,924,000 in 
1918 and $468,624,000 in 1915. The de- 


crease in world production in the current . 


year will probably not be so great as it 
was in 1919. 
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Ray Hercules Copper Co. 





A Copper Company That Has Played in Hard Luck 


Although Mine Is Developed and Well Equipped, It Cannot Produce at a Profit Now 


AY HERCULES COPPER is a hold- 
| pe company, owning almost the en- 
tire capital stock of The Arizona 
Hercules Copper Company which is the 


May Improve 
By C. S. HARTLEIGH 


Addams’ direction added to the original 
estimate, 6,071,226 tons of ore having an 
average assay value of a little over 1.43% 
copper 





—— 
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A MILL DESIGNED FOR 80% RECOVERY OF TOTAL COPPER CONTENT 


Equipped with the latest and most efficient mining machinery, the plant is 
arranged in three units, each rated with a daily capacity of 300 tons 


operating company. The company’s min- 
ing property is located at Ray, Arizona, 
and comprises 207 acres of ground sur- 
rounded by the holdings of the Ray Con- 
solidated Copper Company. The ore body 
is an extension of the Ray Consolidated 
ore body. It is crossed by a fault with 
350 to 400 feet drop to the east, which 
fact retarded development. The devel- 
oped ore body is in the southwestern por- 
tion of the property. 


Ore Reserves 


The original report on the ore reserves 
was made in September, 1915, by Henry 
Krumb, after drilling 27 holes, 17 of 
which indicated ore averaging 73.6 feet 
thick, over 13.5 acres, with 257 feet of 
capping. The total ore developed by these 
holes was estimated at 3,482,774 tons hav- 
ing an average assay value of 2.36% cop- 
per. This ore was estimated as a result 
of 16,137 feet of drilling. 

Between September, 1915, and February, 
1917, 25,864 feet of additional drilling was 
done under the direction of C. E. Addams, 
general manager of the conipany. As a 
result of this and the original drilling, 
amounting to a total of 42,001 feet, Mr. 
Addams estimated that the area which 
had been drilled contained 9,500,000 tons 
of developed ore having an average assay 
value of 1.77% copper. Only straight 
sulphide ore entered into this éstimate, 
and no ore was taken into consideration 
beyond the exterior boundaries of the 
lines connecting the drill holes. Nor was 
any ore included in the estimate where 
the drill holes were more than 200 feet 
apart. The above figures indicate that 
the additional drilling done under Mr. 
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Underground Development 


The mine is opened by two shafts, 
Shaft No. 1 has been sunk 862 feet, and 
the total depth will be 930 feet when 
completed. The station for the first level 
was started at a depth of 472 feet below 
the surface. At a depth of 55 feet car- 
bonate ore was encountered, which con- 
tinued for 75 feet. At a depth of 255 
feet carbonate ore was again encountered 
and continued for a depth of 130 feet. 


Position 


Native copper was also found in this 
shaft. 

Shaft No. 2 has been sunk to a depth of 
543 feet. At a depth of 521 feet the main 
haulage level was started. Sulphide ore 
was encountered in this shaft at a depth 
of 225 feet, which extended to a depth of 
345 feet. 

30th shafts are three-compartment 
shafts, fully equipped for efficient hoisting 
and pumping. The overall dimensions of 
shaft No. 1 are 15 feet 10 inches by 8 
feet 10 inches, and those of shaft No. 2 
are 15 feet 4 inches by 8 feet 8 inches. 
The two shafts are connected by a main 
haulage drift, and laterals driven there- 
from are under the ore body thus far de- 
veloped by drilling. In the progress of 
this work more ore was encountered 
showing a higher assay value than the 
average assay value of the ore developed 
by the drilling. The discovery of these 
additional ore bodies in the underground 
work suggests the existence of a large 
tonnage of higher grade ore than the 
average of the mine as now estimated. 
The company’s scheme of underground de- 
velopment contemplates extensive drifting 
to determine the quantities and values of 
these new ore bodies lying in a lower 
horizon than the present developed ore. 
Also, a diamond drilling campaign is 
under consideration, which it is hoped will 
justify a substantial addition to the pres- 
ent estimated reserve. 

Mine Haulage 

The tracks in the main haulage drifts 

are 45-pound standard steel rails, 18-inch 


gauge, 35-pound rails are used in the 
laterals. The roe cars are 38 cubic foot, 





THE RAY HERCULES MINE AT RAY, ARIZONA 
View showing headframe at No. 1 shaft, with crushing plant at left, hoist house in 
center and sampling plant and ore storage bins upon the right 
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hopper bottom, automatic dump, and will 
be operated in trains of about fifteen cars 
drawn by four-ton Westinghouse locomo- 
tives driven by 125-volt, direct current 
motors. The use of 125-volt locomotives 
for copper mining operations is an innova- 
tion, and was first employed in this prop- 
erty. The use of 125 volts on the over- 
head trolley wires will reduce the danger 
incident to the use of 220 to 250 volts for 
mine haulage. 

At both the first and second levels of 
No. 1 shaft, underground pockets of re- 
inforced concrete are constructed, each 
pocket having a capacity of 400 tons of 
ore. The cars containing the ore pass 
over these pockets, which are equipped 
with automatic tripping devices to dump 
the cars at the proper point. Two steel 
gauge hoppers, of five tons capacity each, 
are located in front of these pockets for 
loading the skips. The gauge hopper 
gates are opened by compressed air. 

Hoisting Plant 

The head frame is of steel, 110 feet 
high, and 60 by 42 feet at the ground line. 
It carries two 120-inch sheaves for the 
main hoisting ropes. The plant is 
equipped with two five-ton, double decked, 
skips of the Kimberley type, arranged for 
automatic dumping into the coarse .ore 
bins. The head frame and coarse ore bin 
construction is so designed that ten-ton 
skips can be used instead of five-ton skips 
when this becomes necesary. A quick 
changing device is arranged in the head 
frame so that it requires only two minutes 
to change from skips to cages. 

The main hoist is a double drum Nord- 
berg hoist, electrically operated, with 


drums 7 feet in diameter by 72 inches 
face, each grooved for 1,250 feet of 1%- 


inch rope. This hoist is equipped with 
the latest appliances for safety and effec- 
tiveness in operation. The capacity of the 
main hoisting plant is 300 tons per hour. 

The compressor plant is equipped with 
one Ingersoll-Rand, direct connected, elec- 
trically driven compressor, having a ca- 
pacity of about 3,000 cubic feet of air per 
minute. A machine shop, and blacksmith 
shop, completely equipped with all neces- 
sary machinery and tools, are located di- 
rectly adjoining the main shaft. 

Coarse Crushing Plant 

The coarse crushing plant is a steel 
building located directly in front of the 
head frame. It is equipped with one No.8 
Gates gyratory crushers, and one set of 
54-inch diameter by 20-inch face Traylor 
rolls. The foundations, and steel work, 
for the second crusher and set of rolls 
are also installed. All equipment is elec- 
trically driven. Each gyratory crusher 
has a capacity for crushing 150 tons of ore 
per hour to an average size of 2% inches. 
Each set of Traylor rolls has a capacity 
corresponding to the crusher. The coarse 
ore bin supplying the crushers has a ca- 
pacity of 650 tons. The product from 
the coarse crushing plant is carried on a 
36-inch belt conveyor running under the 
floor of the coarse crusher plant, over a 
steel conveyor bridge about 300 feet long, 
to the sampling mill and main ore bin. 

Main Ore Bin 

In the sampling mill are located auto- 
‘matic samplers, and the nécessary equip- 
ment for sampling the ore. After passing 
the sampling mill the ore is transferred 
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to a second 36-inch horizontal conveyor 
and deposited in the main ore bin. 

The main ore bin is of reinforced con- 
crete and has a capacity of about 5,000 
tons of crushed ore. Two standard gauge 
railroad tracks pass under the bin, and 
the ore is loaded by gravity directly into 
cars which carry the ore to the mill lo- 
cated on the company’s mill site at Bel- 
gravia, which is about six miles from the 
mine, on the Gila River, and near the 
junction of the Ray and Gila Valley Rail- 
road with the Arizona Eastern Railroad. 


Railroad Connections 

The railroad connections at the mine 
and mill are of standard construction, 
with 85-pound Bessemer steel rails. A 
bridge of standard Southern Pacific heavy 
load type has been installed at the Mineral 
Creek crossing at the mine. The railroad 
connections and supply tracks at the mine 
have a lengt!f of 2,700 feet, and at the mill 
12,900 feet. 

Power Plant 

The power house at Belgravia is a 
structural steel building 120 by 60 feet, 
with a two-story addition 60 by 16 feet 
for the switch boards, transformers, and 
other electrical equipment. Foundations 
for four engines were completed, and 
three engines were installed. These en- 
gines are of the Diesel type, manufactured 
by the McIntosh and Seymour Corpora- 
tion. They are six cylinder, vertical type, 
each having a capacity of 1,045 horse- 
power, and were guaranteed to develop 
power at a consumption of .64 pound of 
16 gravity oil per kilowatt hour at full 
load. Each engine is directly connected 
to a 900-kilowatt General Electric gen- 
erator. Four 500-kilowatt transformers 
were installed, one of which is a spare 
unit. The building is served by a 15-ton 
crane. Water and oil tanks, spray pond, 
and other necessary structures and appli- 
ances are located near the power house. 

Transmission Line 

The transmission line from the power 
house to the mine is about 5% miles long. 
Bates expanded steel poles and strain 
towers are used, the average spacing be- 
ing about 350 feet. All bases are set in 
concrete. Yhe poles and towers are 40 
feet high, and carry one 5-16 Siemens- 
Martin standard steel cable on top for 
lightning protection, three %-inch gal- 
vanized standard steel wires for the main 
conductors, and two 3-16-inch galvanized 
standard steel wires for telephone service. 
Lightning arresters and disconnecting 
switches are located at the power house 
at the mine sub-station. The line has a 
capacity for carrying over 5,000 horse- 
power, and is operated at 44,000 volts. The 
insulation and the general construction of 
this line are of the latest approved de- 
sign. The transmission line from the 
power house to the mill, 1,000 feet long, 
is of the same construction as the line to 
the mine except that it is carried on 
wooden poles. 

Mill 

The main ore bin is at the upper end of 
the mill and is of the same construction 
as the bin at the mine, with the exception 
that the railroad tracks run over the top 
of the bin, which has a capacity of about 
2,500 tons. The mill building proper is 
135 by 87 feet, and the filter plant is 90 
by 30 feet. The mill is a two-story steel 


building covered with corrugated iron. 
All foundations are concrete. The plant 
was arranged in three units, with a rated 
daily capacity of 300 tons each. The first 
section went into commission August 12, 
1918; and the third about the middle of 
September. The equipment includes 3 
Marcy mills, 3 Hardinge mills, 15 Deister- 
Overstrom tables, 42 Callow flotation cells, 
9 Dorr classifiers, 3 Oliver filters, and 2 
Connersville blowers for the flotation ma- 
chines. The mill was designed for an 
80% recovery of total copper content. It 
was found that satisfactory metallurgical 
results could not be obtained in the flota- 
tion plant when treating more than 300 
tons per section, per twenty-four hours, 
and a new flow sheet was developed under 
the direction of J. T. Shimmin, the mill 
manager. Mr. Shimmin remodeled the 
plant, installed concrete jigs of the Harz 
type, developed a method of floating 
oxides and metallics, and successfully 
changed the design of the pneumatic cells. 
The first remodeled section was put into 
operation in October, 1919, and developed 
a capacity of 500 tons per twenty-four 
hours. 

The output of the mill has been ham- 
pered at times because of lack of power, 
caused by the failure of the Diesel engines 
to function efficiently. Another factor in- 
terfering with regular operations was the 
suit by the Minerals Separation Company 
for infringement of patents. 


Production 


During the month of June, 1919, the 
mill treated 854 tons of 1.84% copper ore 
per day, with a recovery of 75%. In 
July, 25,487 tons were treated, with a re- 
covery of 72% of the copper. The year 
ended August 31, 1919, yielded a total of 
4,994,355 pounds of copper, which cost 
around 17 cents per pound. In September 
the output was 800,000 pounds. 


Conclusion 


The company started production in 
August, 1918, too late to share the war 
prosperity of the copper producers. Al- 
most from the beginning of its operations 
the company has faced a combination of 
unfavorable conditions, namely, a poor 
copper market, unfavorable labor condi- 
tions, high cost of supplies, and all the 
troubles involved in a period of prelim- 
inary adjustment of equipment. At the 
present time the property is practicallv 
shut down, and under existing industrial 
conditions it can hardly hope to produce 
copper at a price that would encourage 
resumption of operations. 

This company has truly played in hard 
luck, and has never had a chance to reach 
its stride. It can easily produce 800,000 
pounds of copper a month, and with im- 
proved industrial conditions, and a reviv- 
ing copper market, its future prospects 
would be promising. It is managed by 
experienced copper men. 

Ray Hercules shares have been quoted 
around 75 cents recently, but under pres- 
ent conditions they are an unattractive 
gamble. In spite of the company’s large 
ore reserve, and its excellent equipment, 
it is impossible to assign even a specula- 
tive value to its stock at this time, because 
its copper cannot be produced at a profit. 
Future industrial developments may alter 
this position. 
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Tidewater Oil Co. 


An Oil Company With a Remarkable Record 


Tidewater Paid Over 1,600% .in Cash Dividends in Period of Twenty-five Years—Has 
Weathered Many Storms and Is Now in a Commanding Position 





N the present day of extensive new oil 
flotations it is rather refreshing to look 
into the sound: position of the Tide 

Water Oil Company. Here is a company 
which with its predecessors has a con- 
sistent dividend record extending over 39 
years and whose stock today shows a yield 
of almost 8% on the basis of its dividend 
record over the past four years. 

Motorists have recently become familia1 

with the company’s advertising of its 
gasoline known as “Tydol.” While a 
short time ago there were few autombd- 
bilists acquainted with the Tide Water 
Company’s motor fuel, the company’s 
orange and black gasoline stations are 
now a familiar sign and dealers claim 
that the demand for “Tydol” is so great 
that they have difficulty in keeping a sup- 
ply on hand. While “Tydol” has only re- 
cently begun to attract 
public attention, the 
Tide Water Company 
has long been known as 
one of the important 
units in the oil industry. 

The Tide Water Com- 

pany was incorporated 
as a subsidiary of the 
lide Water Pipe Com- 
pany, Ltd., in New Jer- 
sey in 1888 to take over 
the business started by 
its predecessors in 1878. 
The company has a rec- 
ord of steady and con- 
sistent growth. The 
Tide Water Pipe Com-- 
pany continued as the 
parent company until 
1907 when a financial 
readjustment was ef- 
fected and the oil com- 
pany became the holding 
company. 


Dividends Begun in 1883 


In 1883 the Tide Water Pipe Company 
began paying dividends at the rate of 20% 
per annum on $2,000,000 capitalization. 
By 1890 the company was paying 50% in 
dividends and in 1900 paid 140%. The 
company’s total cash dividend payments 
in 25 years from 1883 to 1907 was 1600%. 
Under the new order Tide Water Oil 
Company in 1907 started off with a cap- 
italization of $24,000,000 of $100 par value 
on which the regular dividend rate was 
8%. As the business has developed the 
company has gradually increased its out- 
standing capitalization by stock dividends 
and subscription rights until presently the 
amount of stock outstanding will be $1,- 
704,000 out of an authorized issue of 
$100,000,000. 

In recent years the company has been 
paying extra dividends. In 1916 the total 
cash payments amounted to 10%; in 1917, 
22%; in 1918, 19%, and in 1919, 16%, 
which is the present rate. Stockholders 
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By C. N. LINKROUM 


in 1917 also received a 10% stock dividend; 
and in 1919 shareholders were given the 
right to subscribe to 20% of their holdings 
at par ($100). It would be very difficult 
to find a company with a better dividend 
record than this; and in the oil industry 
it especially stands out because of the 
relatively small dividends paid by most of 
the substantial companies, owing to the 
necessity of placing most of the earnings 
back in the business. 

For a time it appeared that the Euro- 
pean war would seriously retard the Tide 
Water Company’s growth, because most 
of its products went to the export market. 
Temporarily the outbreak of war did seri- 
ously interfere with the company’s opera- 
tions, but it also gave the management an 
incentive for developing more fully its 
domestic business, which has since been 
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growing steadily in importance. The ex- 
port trade has, of course, been recovered 
and the combined export, and domestic 
business of the company and its subsi- 
diaries last year was reflected in gross 
sales of $46,828,784. This compares with 
gross sales of $9,262,109 in 1915. 

Within the past few years the company 
has been carrying out a big program of 
development in all branches of its busi- 
ness, embracing everything from wild- 
catting and producing to distribution to 
the consumer. The Tide Water Company’s 
producing interests, operated principally 
through the Tidal Oil Company, extend 
to most of the principal oil fields. In its 
annual report for 1919 we find that the 
company ‘reports that its producing sub- 
sidiaries control 149,429 acres of fee land 
and leases on which are located 4,752 
wells. The company’s acreage is scattered 
through the old eastern fields and through 
Oklahoma, Kansas, Kentucky, Texas, 
Louisiana, Illinois and the Central West- 
ern fields. 


Production About 10,000 Barrels Daily 

No recent information has been issued 
regarding the company’s crude oil pro- 
duction, but the last reports available indi- 
cate a production of about 10,000 barrels 
daily. The Tidal Company has been one of 
the active concerns in the North Texas 
fields and has brought in some good wells 
in that territory. Connecting the producing 
fields with its refinery at Bayonne, N. J., 
the company operates an extensive pipe 
line system, embracing about 850 miles of 
six-inch single trunk line and 300 miles of 
loops to its trunk lines. The pipe line 
system also includes about 2,000 miles of 
gathering lines and a steel storage ca- 
pacity of something like 3,000,000 barrels. 
This pipe line system extends from Bay- 
onne through the old Bradford oil region 
of Pennsylvania to Stoy, Ill, where it 
connects with the Illinois 
Pipe Line Company’s 
truuk line and through 
it with the Prairie Pipe 
Line system serving the 
great fields of the Mid- 
Continent. This pipe 
line system, together 
with imports by tank- 
ships, assures the com- 
pany f an adequate 
supply of crude oil at all 
times. 

The Tide Water re- 
finery at Bayonne is one 
of the oldest and, at the 
same time, one of the 
most modern plants in 
the country as a result 
of constant additions 
and improvements. Since 
1915 the capacity of the 
plant has been about 
doubled, and the United 
States Bureau of Mines 
as of January 1, 1920, credited the refinery 
with a capacity of 20,000 barrels daily. 
The plant is equipped with the latest type 
of Burton pressure stills, making possible 
a maximum extraction of gasoline from 
the crude product. It is also completely 
equipped for producing other products, 
which enables the Tide Water Company 
to turn out over 350 different products of 
petroleum. This, of course, means greatly 
increased earnings as compared with 
plants which are producing only a few 
products. 

The refinery is located on a tract of 122 
acres at Bayonne, which is owned in fee, 
together with wharfing or dock rights on 
the Kill von Kull. The location of this 
plant has had a great deal to do with the 
success of the company in that the com- 
pany has been in position to quickly sup- 
ply the great population in surrounding 
Eastern States, and has been able to take 
advantage of the great export markets. 
Now, the focation of the refinery has 
taken on increasing importance because of 
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the new conditions with regard to the 
supply of raw material. 

On Néw York Harbor the company is 
in a favorable location to import crude 
oil from the foreign fields if the domestic 








TABLE I—TIDE WATER’S REMARKABLE 
DIVIDEND RECORD. 


Per Cent Cumulative 
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TABLE II—TIDE WATER OIL SALES AND 
NET INCOME. 

Following is a record of the gross sales of the 
Tide Water Oil Company (only) and net income 
after charges including dividends received 
from subsidiary companies from 1910 to 1919. 





232, 1,969, 108 
563, 1,808,308 
10,663,299 2,526,785 
,682, 2,526,607 
10,718,371 1,003,142 
9,262,110 2,404,324 
17,009,363 5,489,344 
959, 6,986,451 
34,088,250 5,644,208 
37,753,687 7,933,429 








supply is inadequate. At Bayonne the 
company also operates factories supplying 
its full needs of barrels, boxes, cases and 
cans. 

The Refinery Expansion 

Some idea of the expansion of the com- 
pany’s refining facilities in recent years 
may be obtained from a comparison of 
the financial statement at the close of last 
year with that of 1915. On December 31, 
1915, the refining and gasoline plants were 
carried at $15,756,802, while at the end of 
1915 a valuation of $7,332,860 was placed 
on them. Incidentally the gasoline plants 
operated by the company in the Mid-Con- 
tinent field have been becoming increas- 
ingly important and recently the company 
has purchased a small refinery at Tulsa, 
Okla. The latest balance sheet also shows 
the company’s oil-producing properties at 
$19,228,709, as compared with $6,866,590 
at the close of 1915. The company has 
made liberal changes for depreciation, this 
item standing at $13,800,834 at the close of 
1919, as against $4,750,989 in 1915. 

The company’s earnings record has been 
very satisfactory. For the year 1919 net 
earnings after all charges amounted to 
$8,906,671, equivalent to $26.92 a share on 
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$33,087,000 capital stock outstanding at 
the close of the year. For the first quar- 
ter of this year the business and profits 
showed a further growth, net earnings 
after all charges being $3,553,741 at the 
rate of $14,214,964 for the year. The 
earnings per share for the quarter were 
$10.74 or $42.96 a year on $33,087,000 
capital stock. With issuance of the stock 
recently subscribed for there will be out- 
standing a total of about $41,700,000, and 
on this capitalization the earnings per 
share would be $7.45 for the quarter and 
$29.80 per annum. 

However, the first quarter earnings did 
not reflect the proceeds of the new stock 
issue and it is reasonable to expect that 
earnings for the balance of the year will 
show a further expansion. It would seem 
that the company could easily continue the 
present quarterly dividend rate of 2% and 








2% extra, or 16% per annum, and on this 
basis the stock at current prices yields 
about 8%. At the close of 1919 the com- 
pany’s balance sheet showed a surplus of 
$17,659,919, and this, should be consider- 
ably increased during the year. 


Conclusion 


The record of the company over a 
period of many years should inspire con- 
fidence among investors in the stock. The 
management is of the conservative type, 
although it has not been too conservative 
to grasp the present-day opportunities for 
expansion. While the company is profit- 
ing from the unprecedented demand. now 
existing for petroleum, its success has not 
been built up on the present prosperity of 
the industry. It has been through periods 
of depression as well as prosperity and 
has always given a good account of itself. 





Additional Facts About Sinclair Oil 


Company’s Refining and Tanker Capacity Expanding 


HE Sinclair Consolidated Oil Cor- 

poration has issued a booklet entitled 
“Sinclair Properties,” giving a summary 
of “Things actually accomplished in order 
to enable the reader to form a definite 
opinion as to the degree of Sinclair’s 
strength in petroleum production, trans- 
portation, refining and distribution.” It 
is a very interesting story. 

One important fact not sufficiently 
brought out in our previous article is 
the company’s present production of pet- 
roleum which, according to latest official 
advices, amount approximately to the fol- 
lowing: 

Daily 
Combined settled production 
ee 
Production from its own wells 

DO A a ee 20,000 bbls. 
Production from Mexican 

Seaboard Co., a subsidiary 35,000 bbls. 


20,000 bbls. 


75,000 bbls. 


In a recent article on Sinclair we stated 
that none of its refineries was large, but 
as this is a comparative term, we believe 
it best to state the actual refining capacity 
of the ten plants owned by Sinclair. These, 
according to the Bureau of Mines, as of 
Jan. 1, 1920, are as follows: 


Bbls. 

I on aw. eand Mane owt 10,000 
POND = nk. cccaqcoveces 10,000 
NN Pe eo, Ol Ae eae Bs 6,500 
SS RTP, Cre” 6,500 
SR Rc aks hte 5,000 
PMI an vtescaredahawe 5,000 
DE Scho Sutawsnuctenon 3,500 
NT sath tne che buekestvad 2,000 
i orale ak an Si annie 1,000 
A RP era ers ce 600 

50,100 


It should be understood that two of 
these plants, such as Chicago and Houston, 
while rated at only 6,500 and 5,000, re- 
spectively, were designed as 20,000 bbl. 
per day plants, but that Chicago is now 
handling over 10,000 bbls. per day. Both 
are being expanded. 

Sinclair, therefore, has 10 refineries out 
of a total of 373 refineries of all com- 


panies in the United States, the daily 
capacity of which was, on January l, 
1920, 1,530,000 bbls. 

An examination of operating costs, in 
view of the latest figures, does not ap- 
pear to be excessive by the following 
comparison: Sinclair 29.4%; Texas Co. 
28.3%. 

The company’s marine equipment is 
made up as follows: 


Tons 
Exclusively owned and in opera- 
aa el Sheed Aegan Tw. 32,159 
Under long term charters at pre- 
PD nds dvecomase oasdcds 17,329 
Total in operation............. 49,488 


To this will be added in future 86,500 
tons that are under construction in the 
U. S., and 18,500 tons under construction 
in France in which Sinclair has a 50% 
ownership. When all this tonnage is com- 
pleted and in operation it will total 154,- 
488. 

The company estimates that with the 
completion during 1920 of all marine 
equipment under construction, the move- 
ment of fuel oil between Mexico and the 
present existing bulk fuel oil terminals 
will be increased to approximately 15,000,- 
000 barrels per annum, thus making avail- 
able to the already developed markets the 
large quantities of crude oil now avail- 
able from the company’s producing prop- 
erties in Mexico. 

In our recent- estimate of per share 
value and earning power we referred to 
the amounts of capital recently raised by 
means of stock and note issue, but in order 
to be fair to the company it must be said 
that the full effects of these increases in 
working capital have not yet been felt. 

The company has before it a period 
of further development of its resources 
and world-wide expansion and we have 
no doubt that Sinclair will, under its 
present aggressive management, develop 
to the point where, after much more lib- 
eral charge-offs, its earning power per 
share will substantially increase. The 
question which interests the investor is, of 
course, how long a period this will be 
required for this improvement in its 
general status. 
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Importance of Hedging in the Grain Market 


The Class of Traders Who Practice Hedging—Usefulness of Placing Hedges in Futures— 
How It Broadens and Stabilizes the Market and Benefits the Farmer 


HILE complicated in practice the 

theory of hedging is simple and 

easily understood. If you own 
grain and sell it on a grain exchange for 
future delivery at a specified time, you are 
hedging in the futures market. But this 
is hedging in its simplest form and the 
daily transactions in the pit of the Chi- 
cago Board of Trade or at any of our 
grain markets, develops into a vast com- 
mercial system of distribution, with in- 
tricate ramifications. Chicago is, of 
course, the great international grain mar- 
ket, but at Minneapolis, Duluth, Mil- 
waukee, Kansas City, Omaha, St. Louis 
and Toledo are likewise active trading 
centers—smaller to be sure but each play- 
ing an important part in handling the 
nation’s grain business. 

In the futures markets are found 
traders who are specialists in one or 
more phases of the grain trade. Some 
sell futures against the grain they own, 
such as the line elevator 
companies, the country 
shippers or independent ele- 
vator men, the former 
elevator companies, the 
terminal elevator organiza- 
tions, and, occasionally the 
bigger grain growers. 
Other traders buy futures 
as a hedge against sales of 
“cash” grain (actual grain 
in carload lots) sold to 
others. These buyers in- 
clude the local shippers, 
the grain commission houses 
and the exporters. There 
are speculators too, who 
closely follow the transac- 
tions in the pit and depend 
upon their judgment in 
forecasting the trend of 
rapidly fluctuating prices for 
their profits. These are the 
“scalpers” of the grain mart 
who buy and sell entirely 
upon their own account, 
and while often spoken of in disparaging 
terms, these men really perform a useful 
economic service, in that by their instant 
willingness to buy or sell, they create a 
broad market wherein members of the 
cash grain trade can place their hedges 
at the market price of the moment. Only 
when abuses creep in and the speculators 
seek to divert the public exchange ma- 
chinery to their own advantage is specula- 
tion harmful. Too precipitate action in 
public speculation may be wise to curb, 
but speculation is after all the active prin- 
ciplé of stock and commodity exchanges 
and is so closely woven into the warp and 
woof of grain trading that the large 
amount of business now transacted could 
scarcely be done without the stimulus 
which it imparts. 

Following the Hedging Order 

When the hedging order is given—we 
will suppose by a line elevator company, 
who instruct their trader in the pit to sell 
8,000 bushels of September wheat—that 
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is, wheat for September delivery, the 
broker makes the transaction by the 
phrase, “Sell eight September.” Some- 
times the price is mentioned, but often it 
is not, as all trades are made at the 
market quotations of the moment, and 
with but few exagptions, made within 
1% cent of the market figure. The buying 
order is similarly given, “$1.10 for Sep- 
tember wheat,” and the deal is made. The 
elevator company which has just sold this 
hypothetical 8,000 bushels of wheat has 
it in storage, very likely at some country 
station, and by its contract agrees to de- 
liver a like amount at the market where 
the sale is made and at a date optional 
with the seller. This date may be on the 
first day or any other day in September. 
After the sale is made, price fluctuations 
are of no concern to the selling company, 
because their profit lies in the difference 
between the price at which the wheat was 
bought in the country and the price at 





which the September future was sold— 
always deducting freight and other 
charges. 

But—and here enters a ‘echnical com- 
plication peculiarly a pai of the grain 
market—the company selling the wheat 
will very likely not make actual delivery, 
for the simple reason that a contract 
made in the pit may be balanced by a 
later purchase or sale. Buying and sell- 
ing grain in the futures market is there- 
fore entirely different from ordinary 
merchandising, and the difference lies in 
the fact that the largest part of grain 
trading is done for protection, insurance 
and for speculative account. This means 
that actual delivery is not always desired 
by the buyér or seller, although the 
members of the exchange who make the 
contract do so on this assumption. The 
exchanges rule that actual delivery of 
grain may be demanded on these con- 
tracts, otherwise the trade is completed 
according to the usual regulations. 


When the wheat crop begins to mové 
in the early fall, it is shipped as quickly 
as cars can be obtained, and the daily 
purchases of the elevator companies are 
hedged to protect them. Later on, pur- 
chases become smaller and the grain often 
lies for several weeks in elevators at the 
country stations. The hedge is now 
“changed over” from September future 
to December future and at a still later 
date may be again changed over for May 
delivery. This transaction is made with 
yur hypothetical 8,000 bushels, by the 
>ompany’s broker buying 8,000 bushels of 
September wheat and at the same time 
selling 8,000 bushels for December de- 
livery, perhaps at a difference in price of 
several cents a bushel. This difference is 
known as “carry charge” and represents 
the margin asked by the elevator com- 
panies for holding grain from September 
until December. 

However, when the elevator company 
promptly ships the 8,000 
bushels, the grain is at once 
sold, either upon arrival or 
“to arrive.” When this is 
done the hedge is “taken off” 
and the company’s trader 
on the exchange buys 8,000 
bushels of September 
wheat in the pit, which pur- 
chase balances the sale by 
hedge when the grain was 
bought of the farmer. The 
elevator company neither 
gains or loses by fluctua- 
tion in price, unless there 
occurs a relative change in 
the position of the wheat 
and futures, and the pur- 
chases and sales are passed 
along by the usual ex- 
change machinery of the 
“clearing house.” 


WHEAT TRADING PIT, CHICAGO BOARD OF TRADE 
This is the largest international grain market—a vast complex 
exchange machine for handling the nation’s grain business 


Re-hedging and Selling 
to Arrive 


With the taking off of the first hedge 
when the elevator company bought back 
the 8,000 bushels of wheat, the grain is 
either purchased by a mill or re-hedged. 
When the elevator company sells the grain 
“to arrive” the hedge is taken off but the 
buyer at once re-hedges it, and upon its 
arrival at the market, it may be resold 
again and the latest purchaser may in 
turn place a hedge upon it. This one 
lot of 8,000 bushels may thus be hedged 
several times and may later on change 
hands before it is finally ground into flour. 

The economic value of hedging in the 
futures market is depended upon to a 
more or less extent by country shippers, 
for during periods of car shortage grain 
cannot be sold “to arrive” owing to the 
uncertainty of shipment and the impos- 
sibility of guaranteeing shipping dates. 
It is obvious that the grain buyers at 
country stations would be likely to suffer 
heavy losses if the privilege of hedg- 
ing was withheld and would be com- 
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pelled tu discontinue buying until cars 
were available or to make their purchases 
at a substantial margin under the market 
price in order to protect themselves. 

The larger grain growers often practice 
hedging, and in the spring wheat belt in 
the Dakotas this is commonly done by 
the farmers and farming companies. The 
érop of one of these big wheat farms may 
amount to 50,000 bushels and after it has 
passed the period where it is likely to be 
damaged, the farmer may, if he is satis- 
fied with the price outlook, place a hedge 
upon it by selling the September or De- 
cember futures. As he delivers the wheat 
at his local elevator station he sells it and 
wires his broker to purchase an equal 
amount in the futures market and in this 
way takes off his hedge as he hauls the 
crop to the cars. 


“Spreading” Between Markets 


A spread in the grain markets is made 
precisely as spreading is done in the 
money market, that is, purchases are made 
in one market and sales made at the same 
time in another market where a more 
favorable price may be obtained. As bills 
of exchange may be bought in New York 
and sold in London or Paris, so may grain 
be purchased in Duluth and sold in Chi- 
cago. The profit on spreads may run from 
1 cent to 5 cents a bushel, seldom more, 
and the markets most largely used for 
this purpose are Chicago, Minneapolis, 
Kansas City, Duluth and Winnipeg, Can- 
ada. Spreading has a beneficial influence 
as a stabilizer, in that it serves to correct 
abnormal price differences betwen two 
markets, by balancing unusual local condi- 
tions and creating a broad and active 
market. 

While hedging is many times confused 
with unwarranted speculation and even 
viewed in the light of profiteering, this is 
far from being true. It is generally 
agreed by those who know the grain trade 
that wheat is handled at less cost than 
most other raw materials, and it is 
through the protection afforded by hedg- 
ing that the buyers and sellers of this 
most important commodity are enabled to 
distribute the wheat crop on a small mar- 
gin of profit per bushel. 





SCHWAB BORROWS A MILLION 


I have always been a great borrower 
of money, and I don’t take second place to 
any man in the United States in my ability 
to borrow money, but I know by the look 
upon a banker’s face if I am going to get 
that money or not before I talk long to 
him, and I have to change my conversa- 
tion accordingly. I am very fond of tell- 
ing a story about Mr. Kreck, a banker in 
New York, president of the Equitable 
Trust Company, a very old friend of 
mine. I went to him a short time ago to 
borrow money, and as soon as I went in 

saw he was not very kindly inclined. 
I suppose money. was pretty scarce; but 
I put up a strong petition and he did not 
seem to change his expression very much. 
Finally he said, “Charlie, how much do 
you want?” I said, “I would like to have 
two million, Mr. Kreck.” “Oh,” he said, 
“you know you have got a loan here al- 
ready of two million.” “Oh, hell,” I 
said, “I forgot all about that.”—Charles 
M. Schwab. 
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Mr. Wyckoff, in an Open Letter, Discusses a Criticism 


EAR FRIEND: 

It is very solicitous of you and 
others to write me as you have with regard 
to criticisms of me, lately emanating from 
a certain source. I highly value the 
friendship and good will which you ex- 
press. Men are frequently valued by the 
enemies they have made. 

The reason I am not more explicit as 
to the source of these criticisms, is my 
certain knowledge that for years this per- 
son has been trying to have himself men- 
tioned in THE MAGAZINE OF WALL STREET. 
And while I appreciate the compliment to 
the high value of our publicity, I do not 
feel inclined to gratify him in this par- 
ticular. 

While some people may claim that our 
subscribers have been unfortunate in a 
few transactions, I cannot. find anything 
in our past editions that would give any- 
one the impression that we claimed to be 
infallible. If you happen to know of any 
man, firm, corporation, or publication who 
either is, or claims to be (our critic 
excepted), please send me the name and 
address. Don’t stop to write, telephone. 

While I admit that some people may 
have bought Silver King at around $1.00 
on the suggestion or advice contained in 
our publications, I believe my good faith 
is shown by the two following incidents: 

(1) On the report of Harry J. Wolf, 
Mining Engineer, and other corroborative 
investigations which I made at the time, 
I not only recommended this stock to 
others, but I invested $50,000 in this com- 
pany, and this investment is still intact. 
ALSO, (2) On April 14, 1920, I wired all 
Investment Letter subscribers as follows: 
“Better sell your ‘Silver King anywhere 
around or above eighty,” meaning 80c. 
for the old stock—equal to $4 for the 
new stock, now selling at 40c. 

With regard to the first, you will see 
that my risk was fifty to a hundred times 
the risk of the average person who bought 
the stock on my say-so. Those who sub- 
scribed to the Investment Letter got out 
with only a small loss. 

My advice to Investment Letter sub- 
scribers to sell was based on the action of 
the market for Silver King. I did not 
know at the time what the insiders were 
going to do, but I did not like the looks 
of things. The stock broke so fast after 
my people sold that there was no time 
to communicate with them, and no way 
of reaching promptly all the people who 
might have seen the article in the Maga- 
zine. By the time the stock got down 
to $2 for the new stock, or 40c. for the 
old, I was given assurances that “every- 
thing was all right.” This has since 
proved too optimistic an opinion. The 
case is one in which those in the manage- 
ment got into a bad mess through their 
own lack of judgment and foresight and 
not because of lack of intrinsic value in 
the proposition itself. 

Against the opinion of those who claim 
the mine is a myth, I will pit Professor 
Peele, head of the School of Mines, Co- 
lumbia University, New York City, who 
in the 80’s spent several years in the Sil- 


ver King mine as one of the operating 
staff. Some months ago I engaged Pro- 
fessor Peele to make a report which I 
have, and which, with the verbal expres- 
sions that accompanied it, and the report 
of the mining engineer, as well as the his- 
tory of the mine itself, fully warranted my 
position. But no amount of intrinsic 
value in a mine is proof against the dire 
results of bad management. 

You wili observe that these criticisms 
(which by the way have been proceeding 
from the same source for a number of 
years) do not take into account the fact 
that the Investment Letter and THe Mac- 
AZINE OF WALL STREET have made millions 
of dollars for our subscribers—in Gen- 
eral Motors, Stutz, Mexican Petroleum 
and many other securities too numerous 
to mention, and it is a satisfaction to know 
that for every dissatisfied person we have 
a hundred letters of approval. 

Do you know of anyone else in the 
Street who is receiving so much attention 
at certain hands? It’s a sure sign of 
ulterior and sinister motives. As two of 
the leading banks in New York City as- 
sured me, “Mr, Wyckoff, whatever is said 
against you by those people really stands 
to your credit, because everyone recog- 
nizes their character and purpose.” And 
one of the speakers had before him a 
complete file of the drool in which I was 
pictured as the Villain. 

The wonderful growth and success of 
THE MAGAZINE OF WALL Street is the 
real cause for these attacks. It is not 
I that the critic would hurt, but the 
Magazine—and for obvious reasons. 

That outfit and their attorneys have 
spent thousands of dollars and weeks of 
effort in the fine-tooth-combing of my 
record since 1888, and the result is a fre- 
quent rehash of my “mistakes,” with no 
reference to the constructive, educational 
and successful work that I have accom- 
plished. Still, some people would ape Bos- 
well even if they only write about the 
warts on one’s nose. 

Remember how you used to read the 
same line of criticism about the Emerson 
Phonograph Co.? I fail to find any men- 
tion of that company in this latest diatribe. 
Perhaps it is because its business toward 
the end of the last fiscal year was run- 
ning at a $6,000,000 rate. It may also in- 
terest you to know that I could recently 
have sold my interest in that company 
for $1,000,000, proving that even those 
“where truth is wanted” are not always 
served with the truth. 

Dogs bark at the moon, but the old 
fellow keeps smiling, and revolves about 
every so often, 

In spite of all the lies told and printed 
about me, I find there are still one hundred 
thousand people who believe: That al- 
though I am human, and therefore liable 
to make errors, I am sincere in my desire 
to be of real service to the financial com- 
munity and to the American Investing 
Public. 

Cordially yours, 
Ricuarp D. Wyckorr. 


THE MAGAZINE OF WALL STREET 
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The Fourteen Obstacles to Successful Investment 
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Building Your Future Income 


No. 1—Ignorance 
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ITH fourteen points to our Presi- 

dent’s promise for reconditioning 

the ills of Europe, and fourteen 
methods of operating in the stock mar- 
ket suggested by an authority, the writer 
advances the theory that there are four- 
teen main obstacles to successful invest- 
ment, or two for every day in the week, 
including Sundays. 

If we wished to discourage the debutant, 
we would say that each of our fourteen 
misapplied virtues has its own brood of 
minor evils. However, if the parent ob- 
stacle can be overcome, the owner can 
rest assured that its offspring will not 
flourish. 

We use the term “misapplied virtue,” 
because the possession of a pet vice or 
kink in temperament is really a virtue that 
is standing on its head, so to speak. For 
instance: you are ignorant (or rather, I 
am). I start off with that much more 
handicap. If ignorant, let me know it. 
Let us assume we are all ignorant. 

Very well. We are stupid in every- 
thing but our personal affairs and busi- 
ness. Being ignorant of investments, 
fools should not rush in where angels fear 
to tread. We know we are not fools be- 
cause we earn our living. We are posi- 
tive we are not angels, because there isn’t 
a suggestion of wings about us. 

I believe it was Max Nordau who said: 
“There is no darkness; there is merely ig- 
norance.” The black savage in the heart 
of the Congo fears the dark because he 
does not understand it. He is ignorant of 
the fact that darkness is the absence of 
light, a mere scientific fact, that will come 
out all right with the passing of a few 
hours. The superstitious fear the dark, 
likewise the children—all ignorant. 

The grown-up civilized white man is not 
ignorant, and he circumvents nature’s will 
by providing artificial light, or he calmly 
uses the occasion to rest and sleep. Thus 
a cause of dread, superstition, fear, and 
awe is turned to advantage. The dark- 
ness—an evil originally—becomes a great 
boon to mankind. 

The fundamentals of the stock market 
are little different from those of ordinary 
plain business, because Wall Street is first 
and last business, and quotations for 
stocks and bonds finally rest upon the 
consensus of opinion of the best business 
brains of the world. Hence, show me 
the habitual blunderer.in the investment 
market and I'll show you a failure in 
business or business principles. The man 
who knows how to invest, and does so 
successfully, is also above his fellows in 
ness—an evil originally—because a great 
principles. 

The man who buys securities, gets 10 
points profit, decides to make another 10 
points (or thinks he “decides”) and then 
figures he ought now to get 30 points is 
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the man who fails in the stock market, 
and does not succeed in his own busi- 
ness as well as he should. He is the man 
who can learn, but is not inclined to 
learn. He might be lazy when he should 
be energetic. He might be greedy when 
generosity at that moment would turn 
the scale. He figures he will save that 
$1 or $10 where the extra expenditure 
would buy him enlightenment. He would 
rather read the headlines of his neigh- 
bor’s newspaper than spend three cents 
if he could avoid it: it gives him a pang 
to part with dollars, although the latter 
might save him thousands eventually. 

Take the successful merchant who 
learns not only his own business, but his 
competitors’ and all others if possible. 
A few dollars more or less do not count 
if he has a reasonable chance of making 
it worth while. The successful man 
spares no effort to master the details of 
his business; on no point is he ignorant 
where he can buy, beg or borrow en- 
lightenment. He sells at a reasonable 
profit, doesn’t hold off for the last cent 
until the market is saturated with offer- 
ings; and when he is wrong, he admits 
it, takes his small profit, big or small loss, 
and lets go, with the thought “Mustn’t 
make that mistake next time.” In mis- 
takes, he is alike generous and tolerant; 
he grins and avoids them in future. The 
successful merchant is introspective, ex- 
amining himself before even examining 
others: he gets down to the fundamentals 
of his character, and digs out the un- 
favorable spots. His weaker “unlucky” 
competitor kicks at fate and pities him- 
self. Is success an accidegt, or design? 

The broad-gauge successful man is suc- 
cessful all round because wherever he ap- 
plies himself, he takes care to know his 
field thoroughly: and knows that if ever 
he stands still it means retrogression and 
not progression. Knowledge must be 
constantly polished and improved, and, 
above all, guard must be taken against a 
relapse into ignorance. 

The financial S. O. S. columns are filled 
with the plaints of those who lost in this 
or that venture. We get these cries of 
distress through our mails, telephone and 
telegraph, and know that our contempo- 
raries have the same experience. The 
complaints do not amount to the familiar 
hill of beans so far as standard invest- 
ments go: the majority relate to the faster 
kind of “opportunities” that the bull mar- 
kets of recent years have brought in their 
train. ' 

Why is this: and it it an accident? 

It is not an accident: it is the seasonal 
capitalization of ignorance which must 
pay tribute so long as the investor 
chooses to nurse this pet vice. When he 
ceases to be ignorant, or when he knows 
he is ignorant and safeguards his pocket- 
book from the inroads of the ramifications 


of ignorance, then—there will be no more 
accidents or disquieting regrets. 

Is it not strange that the cries of calam- 
ity do not center around U. S. Steel, 
Union Pacific, Reading, Canadian Pacific, 
or American Telephone? I said calamity, 
not paper loss. There are no calamities in 
seasoned investments, and not even panics 
can take away their solid worth. They 
might rise and fall, and even have a sickly 
long decline—like Anaconda or Smelters, 
for example—but the investments always 
climb back eventually to the perch they 
belong to. 

The real calamity stocks, the Tonopah 
Divides, Emma Coppers, Emerson Mo- 
tors, Barnett Oils, and thousands of 
others go down and stay down because 
they never had any business to go up 

Why the difference? 

Because buying U. S. Steel is not based 
on ignorance, either on the part of the 
investor, nor regarding the condition of 
the company. Any member of our staff 
could pull out the file and cards on U. S. 
Steel and give you every detail concerning 
it for twenty years back, or since the cor- 
poration was organized: any investment 
or brokerage house is competent to give 
you details of earnings, business, and its 
doings almost up to yesterday. Every man 
you meet knows something about Steel. 

There is neither darkness nor ignorance 
about the big corporation, and the result 
is people do not lose their good money 
in it. The same applies to Union Pacific 
and the rest. 

Now get hold of any other investment 
you have now, or have in view, or that 
friend tipped you off to buy, and apply 
the same test. Apply it also to all others 
—to the calamity stocks, to any stocks 
about which you have consulted the S. O. 
S. Department of your favorite financial 
paper. 

How much of your loss has been due 
to accident, and how much to ignorance? 

You will admit that ignorance is a terri- 
ble obstacle. I have placed it first among 
my fourteen selections because while 
everybody is ignorant to an extent, very 
few know it: and if they do another pet 
virtue stands in the way—prejudice. 

Successful investment—in fact success 
in anything—is built upon lack of ignor- 
ance, and rests upon its antithesis enlight- 
enment. This does not mean cleverness, 
because anyone can become enlightened 
who knows enough to know that he 
doesn’t know, and ,will therefore find out 
—before he commits himself. 

It takes real cleverness to “stand pat” 
until you do find out. 

Ignorance can be thrown out as excess 
and dangerous baggage on the investment 
journey. 

Enlightenment may cost a little, in time, 
effort and even money, but it’s well worth 
the price. 
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The writer has, from time to time, 
small amounts of money to invest 
and is an industrious reader of 
your very fine Magazine and yearly 
subscriber to the same. The fol- 
lowing are now held by him for 
an investment fund towards a home, 
when real estate becomes more rea- 
sonable in price: 


$700 (par. value) Liberty Bonds 

4 Shares of Cities Service, 6% 
Preferred 

1—$500 Spanish River 
Co.’s Bond. 


Paper 


I find that I now have possibly 
$300 to invest and am undecided 
between three (3) issues. The 
brokers here in town are offering 
one (1) share of Goodyear Com. 
and two (2) shares of 7% Pre- 
ferred Goodyear for $300. Cities 
Service Pref. selling at 64% also 
seems very attractive and from 
your account in the June 12th is- 
sue of your Magazine, The Texas 
Pacific Coal & Oil Co. seems to be 
very good. 


Will you kindly advise the writer, 
under the circumstances as stated 
above, which of these three (3) 
issues are most attractive from an 
investment and speculative stand- 
point? 


If there is any charge for this 
information, kindly advise the 
writer at the same time you write 
regarding the above, and remittance 
will be immediately forwarded. 

A. 
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_ Which Is Your Favorite Bridge? 


The Interesting Methods of Mr. A. and Mr. B. Compared—Independence Is Not Synonymous 


With Chance 


HE letters reprinted herewith were 

received in the mails by our Inquiry 

Department within a week, among 
hundreds, of others. The contrast between 
them is especially interesting in view of 
the fact that our book, “Financial Inde- 
pendence at Fifty,” drew attention to two 
very similar methods of investment. The 
writers of the letters (whom we have 
called A. and B.) will recognize in their 
investment methods exact examples of 
the workings of “Builders of Bridges” 
described in “Financial Independence at 
Fifty” (page 199). For ready reference 
we reproduce the bridges herewith show- 
ing the difference between the construc- 
tion of “The Six-percent Bridge” and 
“The Light Suspension Bridge.” 


While the writer of “Financial Inde- 
pendence at Fifty” did not have any def- 
inite instance in mind when his chapter 
on “Builders of Bridges” was written, he 
was mindful of the correspondence that 
had passed through his hands in the 
years preceding the writing of the book. 
The letters reproduced above illustrate 
the very dangers the book attempts to 
forestall. 


The description of the Light Suspension 
Bridge is: “Irregular. The builder, 
seeming to change his mind very often, 
gives it fantastic shapes at times. Frer 
quently good progress is made. In the 
vernacular, the six-per cent man is licked 
to a frazsle at times. But the final result 
is always the same. In everything but 
shape it is a Bridge of Sighs.” 


Mr. A. and Mr. B., very evidently, are 
opposite types of investors. The nature 
of the securities that interests each of 
them indicates very clearly that one is 
purely an investor, while the other knows 
the value of investments but his inclina- 
tions are towards speed in the financial 
independence line. 


It cannot be done, Mr. B. Your first 
two securities are justifiable, but we find 
no justification for a man of. moderate 
means to tackle issues like Tonopah Di- 
vide, Big Ledge, etc. We urge you to 
look over Builders of Bridges carefully 
and study Mr. A.’s investment methods. 

Mr. A. is sure to make good, and he is 
headed straight towards financial inde- 
pendence. Mr. B.’s course is entirely un- 
certain—as unreliable as is the Light Sus- 
pension Bridge. 

If this should reach the notice of others 
who can draw a parallel between their 
own investments and those above given, 
we urge them to model their financial 
house on the plan of Mr. A. as quickly 
as possible. If their investment bridge is 
on the “B.” pattern, our advice is to re- 
construct it with no loss of time. 

The six-percent bridge is the only one 
that leads to Independence Boulevard. 

The River of Regret flows under the 
other bridge and all who use it must 
eventually fall through. 








Please give me an analysis and 
recommendation on the following 
securities which I have: 
$3,000 Chicago City Railways, 

Ist mtg. 5% gold bonds, 


Ck. ive bipce bows 70% 
100 National Leather, com., 
RE EE ae 14 
500 Tonopah Divide, cost.. 1% 
500 Ray Hercules, cost.... % 
1,000 Jerome Verde, cost.... 5/16 
1,000 Big Ledge, cost........ % 
200 Sweets Co., cost...... 1% 
50 Simms Pet., cost...... 22 
400 Silver King Arizona, 
eS Sr eee 2% 


In the case of the latter, is it 

wise to average down at present 

low level or would that be throw- 

ing good money after bad? Should 

“it be held or sold at present level? 
Yours very truly, 











BEGIN WITH BONDS 


If you are just about to start on an 
investment career, ignore stocks and begin 
with bonds. They pay you interest and 
in many cases you will make more points 
on bonds than you will on stocks. It will 
be a good school for you. It will not be 
so trying on the nerves and not so dis- 
tracting. 

Dealing in bonds does not require con- 
stant watching of market quotations. You 
buy your bond, feeling that you will not 
have to sell it on the morrow. You buy 
it to keep for a time and you can take 
comfort and pleasure in looking over the 
bond quotations in your evening paper. 
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Oil Companies Which Fail Because 


of Too Much Success 


The Danger of Over-Extending New Companies—Standard 
. Oil Competitors Not Made Over Night 


By WILLIAM ARMSTRONG 


THE overwhelming desire of even con- 

scientious oil operators to attain super- 
riches and become super-oil kings is the 
rock on which many a promising oil ship 
founders. Nor is the wreck forestalled by 
investors who, afflicted with the super- 
anxiety to become super-millionaires, lose 
their calm judgment and yield to a “buy- 
ing panic.” 

The reference is not to the many fraud- 
ulent oil propositions on the market. It 
is to the well-intentioned oil companies 
owning fair-sized leases located in good 
fields, whose officers and stockholders be- 
gin with every honest intention, bm be- 
come the victims of over-confidence and 
the “oil king” epidemic. 

These companies start right. Their 
capital is small—so is the acreage. They 
can either drill a well and sell the oil 
produced or wait until the development 
of the field reaches their lease and sell out 
at a handsome profit. In either case, 
those interested reap small fortunes and 
the company itself, having a reserve in its 
treasury, can look around for another op- 
portunity. 

The trouble is that too great a propor- 
tion of “good starters” take the wrong 
route when success comes into view. The 
“oil king” germ fastens on them and, be- 
fore long, it becomes a question merely 
of when the bubble will burst. 


An Example of Over-confidence 

Take, as a typical example, a small com- 

pany which starts out with a fine, com- 
pact organization. A well is brought in 
and proves to be a gusher. At once, the 
inflation disease sets in. Instead of grad- 
ually extending drilling operations, the 
sight of their big well throws all hands 
off balance. In the enthusiasm of the mo- 
ment, a gigantic oil enterprise is visual- 
ized. A meeting of stockholders is called 
and the possibility of the little company’s 
becoming a competitor of Standard Oil 
is elaborated. The conservative element 
in the company becomes radie¢al, and the 
radical group proudly cries: “I told you 
so!” 
In the offing they see big tankers carry- 
ing off the products the company will send 
out. Pipe lines from the field to the Gulf 
and the Coast, mammoth refineries, huge 
storage tanks to keep the surplus oil—all 
are there. True, it will cost money—but 
what is a little more money now with 
billions only a few months off? With 
that, the little, compact organization dis- 
appears and the $5,000,000 corporation 
comes into view. The transformation has 
begun. 

As soon as the new stock has been sold, 
tripling, as like as not, the company’s 
capitalization, the frenzied expansion pro- 
gram is set in motion. New leases, more 
leases, and still more leases are bought— 
and at almost any price. Then come the 
plans for pipe lines and refineries. 

The Bonanza Oil Company, 
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a real 


bonanza once, has become the Bonanza 
Producing, Refining & Enriching Com- 
pany, capital now $10,000,000. The enthu- 
siasm of the promoters has infected the 
stockholders, who lure in all their friends 
and all have the same vision—a second 
Standard Oil. 


What They Failed to Do 

But with all this lease buying and pipe 
line construction and refinery construction, 
there has been made no material progress 
in the essential department, which is drill- 
ing for oil. Worst of all, Eastern inter- 
ests are beginning to demand a financial 
statement. 

That is the beginning of the end. The 
report has to be prepared. It shows im- 
mense leasehold acreage, purchased at in- 
flated values. It shows a large capitaliza- 
tion, money expended for equipment of 
problematical value, no cash in the treas- 
ury and only the original wells. Quite 
enough, in other words, to put an end to 
the sponsors’ dreams. 

There follows a period of stagnation, in 
which the stockholders rush to sell the 
stock they hold, only to find that the bot- 
tom has dropped out of the market. And 
the receiver does the rest. 

All this because a small company, with 
every prospect of success, yields to wild 
fancies and undertakes to triple its size 
overnight. 





“OIL IS SURE TO BE FOUND HERE” 

Even in a region that is known to be 
oil bearing and in areas having the most 
promising geologic conditions a positive 
statement that oil in paying quantity is 
sure to be found in certain areas is not 
justifiable. 

In spite of all these facts some men 
who call themselves “diviners,” “oil find- 
ers,” “oil witches,” and other names sug- 
gestive of unusual powers, pretend to be 
able, with or without the assistance of 
instruments, to detect unfailingly the pres- 
ence of oil in paying quantity. Nearly all 
the methods employed by these men are 
based upon superstition or upon some 
supposed supernatural practice, just as 
were the methods of the old-time al- 
chemists, who claimed the power to 
change lead, iron, and other base metals 
to gold. 

Some of these “oil witches” simply use 
a forked stick, like the peach-tree twig 
or the hazel wand of the “water witches.” 
Others have elaborate instruments, fitted 
with magnets and coils, supposed to work 
through “magnetism,” or provided with 
parts made of platinum, gold, silver, cop- 
per, lead, iron, or some other metal, sup- 
posed to work through “affinity of metals.” 
These men are usually ready to prove the 
correctness of their guesses with some- 
body else’s money, but there is hardly a 
record of an “oil witch” risking his own 
money on his “certain knowledge,” and 
of the thousands of devices tested not one 


has proved to be of the slightest value as 
a means of finding oil. 

Now and then, of course, oil is struck 
at a place chosen by the use of one of 
these devices, for in a region where 
oil may exist occasional success in finding 
it by any means is inevitable. A great 
many of the best oil fields in the United 
States were found by blind, random drill- 
ing, with no attempted guidance, either 
scientific or supernatural. As one saga- 
cious old driller remarked, “Even a blind 
pig rooting for nuts is bound to find some 
if there are plenty of them and he hunts 
long enough.”—U, S. Geological Survey. 





WHERE OIL IS NEVER FOUND 

It is sometimes said that oil occurs be- 
low the surface of the ground in some 
regions just as water does in others. This 
would mean that a well in an oil region 
is as likely to strike petroleum as a well 
in a water-bearing region is likely to 
strike water—that the oil is distributed 
in an almost continuous sheet beneath ex- 
tensive parts of the country. This is not 
true. 

Another statement frequently heard is 
that the oil forms an _ underground 
“stream,” and that a lucky location for a 
well must lie over that “stream.” Ex- 
pensive and fruitless drilling has repeaced- 
ly shown that such “streams” of oil do 
not exist. A belief that is strongly held 
in some parts of the country is that oil 
pools are connected—that some channel 
connects the pools in an oil region. This 
belief is absolutely disproved by the ranks 
of barren wells that encircle practically 
every producing oil pool in the world. 

Another wrong idea is that petroleum 
occurs in underground ponds or lakes. In 
fact prospectuses of some oil companies 
refer to “lakes and rivers of oil,” giving 
the idea of great caverns filled with oil. 
Not a single such cavern has been found 
in any oil fields in the United States. Oil 
is really contained in the tiny openings 
between grains of sand, in the pores and 
crevices of a crystalline limestone, or, as 
in the largest wells, in the comparatively 
small openings of a very porous rock.— 
U. S. Geological Survey. 





OIL POOLS VARY IN SIZE 

Most of the wells drilled within the 
limits of an oil pool yield enough oil to 
make them paying investments. 

Pools vary greatly both in size and in 
yield. Some are so small that only an 
acre or two of land is productive. Others 
may be as much as 25 miles long and 5 
miles broad, although large pools include 
barren or dry spots. 

The average pool is probably not more 
than 2 or 3 miles long and a mile to a 
mile and a half wide. A small pool may 
produce not more than 4,000 or 5,000 bar- 
rels of oil. If it yielded less it would 
hardly be dignified with the name of pool. 
On the other hand, the output of a large 
pool is measured in millions of barrels. 

For a period in 1916 the Cushing field 
of Oklahoma yielded more than 2,000,000 
barrels a month, and some single wells in 
other countries have yielded between 150,- 
000 and 200,000 barrels a day, although 
the largest well in the United States pro- 
duced less than 100,000 barrels a day.— 
U. S. Geological Survey. 



















Inflated Real Estate vs. Deflated 


Securities 


Why the Purchase of a Good Bond Is Preferable to an 
Investment in Real Estate at This Time 
By ARTHUR W. HAMILTON 


NE of the problems of today trou- 

bling the mind of the average person 
who has $1,000 in idle funds, drawing 
from 4 to 4%% interest annually, is 
whether to leave it out at that rate or to 
try to augment his return by some other 
investment equally safe in character but 
showing a better yield. 

To let the money go on earning such 
a low rate of interest, in these times of 
desirable bargains in attractive securities 
is to be ultra-conservative, and it is to be 
feared that the ultra-conservatives will 
not progress as rapidly toward prosperity 
as they might. 

The average possessor of a thousand 
dollars realizes this and is not content 
with a small interest rate. He is looking 
about him for a more profitable use for 
his money while still unwilling to sacri- 
fice any of the safety element. 

In a great many cases the thousand- 
dollar man has turned to real estate as 
the investment par excellence. He has 
conceived an abounding faith that money 
put into real estate will not run away or 
abscond, or do a thousand other little 
things that money sometimes does in 
other fields—always providing that he 
does not place his money in all-too-fa- 
miliar “developments,” where the tide 
waits for no man. 

Under the circumstances it may be well 
to caution the new investor against put- 
ting money indiscriminately into real 
estate, especially today, when the prices 
of lots, land and improved property (with, 
of course, some exceptions) are out of 
proportion to their marketable value in 
normal times. 

The Reaction in Real Estate Values 

It is ‘true that for a number of years 
previous to the war, real estate revolved 
in a depressed cycle. Now, however, even 
though it may be entitled to a fuicher 
upward swing, it has enjoyed what might 
almost be termed a cyclonic cycle to the 
other extreme. 

The housing shortage, so apparent in 
the largest cities immediately after the 
war, has been one of the chief influences 
behind the upward rise in values, and 
coupled with this has been the prices of 
building materials, the labor situation, 
high taxes and lack of money for build- 
ing and developing purposes. 

The ery of the people has been “We 
cannot rent, so we will have to buy,” and 
they have rushed ahead and purchased, 
forgetting that the prices they were pay- 


ing were as much out of proportion as 


the rental exactions from which they were 
presumably escaping. They bought and 
were “in” with little chance of getting 
“out,” except at a loss, whereas, if they 
had put up with a little rent extortion 
for a time, they would have remained in 
the advantageous position always occupied 
by those having liquid assets. 

To verify this view, it is only neces- 
sary to compare prices paid for real estate 
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in pre-war times, allowing a fair margin 
of increase, with the prices recently paid 
and now being asked for city and sub- 
urban property. 

The unprecedented rise in the value of 
improved property has naturally afficted 
values of unimproved real estate, not, it 
must be admitted, to so great an extent, 
but enough to warrant a note of warning. 

There is always an inexorable reaction 
to a real estate boom, and a boom is what 
the country has experienced in this field. 

The argument may be advanced that 
the law of supply and demand has brought 


about this condition and that therefore it 


is natural and healthy. As a matter 
of fact, the law of supply and demand 
has been the basic influence, but it , has 
been running at forced draft, which has 
robbed it of its economic significance. 
The same condition may be noted in the 
high price era of merchandise. Exorbi- 





While many readers will take issue 
with our contributor, particularly on 
mproved 


estate values. We have said before 
that prospective purchasers should 
consult their local banker, or a real 
estate broker having no interest in 
unduly praising values. Before buying 
with the intention of —- get a 
complete estimate of the total cost of 
the intended home, allowi a liberal 
margin for “incidentals.” question 
of probable future assessments should 
be inquired into, so that the total 
of the probable future liabil- 
ity is known in advance. The average 
person is not well qualified to build, or 
embark in uiang operations; and the 
~— of lots for mere speculation 
is always a doubtful venture. 











tant prices were being charged for mer- 
chandise; the higher the prices, the freer 
the sales. Then came an intensive cam- 
paign by the leading bankers and legisla- 
tors of the country, who preached the 
gospel of economy and thrift as against 
the existing orgy of extravagance. 
People Become Cautious 

It took some time for this economy 
vaccine to “take,” but it finally erupted, 
and when it did it became epidemic the 
country over. The people, as if by mu- 
tual consent, stopped paying fancy prices, 
and thereupon entered the price-cutting 
era, the end of which is not yet in sight. 

The fact that the Federal Reserve 
Board, about this time, began its cam- 
paign to deflate inflated credit no doubt 
exerted an important influence on these 
price reductions; but in the final analysis 
it was the action of the people in restrict- 
ing their buying proclivities that really 
started the price era on its downward 
cycle. 

The same inflated supply and demand 
proposition in real estate appears to be 
at hand. At one of the summer bunga- 
low resorts contiguous to New York City, 
it was figured that the demand was going 
to be so great and the supply being small, 


people would pay extortionate rates of 
rental. Speculators leased the bungalows 
to revel in supposed fat profits. But the 
people refused to pay the high rentals 
and the speculators had either to .ease 
them at proper rates or take a severe loss. 

Under these circumstances, with most 
real estate prices jacked up to inflated 
levels and a more cautious spirit permeat- 
ing the investing public, it becomes ap- 
parent that the investor anxious to safely 
and profitably place his $1,000 would do 
better in some other field. 

This brings us to the security market. 
Here we find prices not at inflated levels, 
but close to deflated levels. Securities 
intrinsically worth par are selling close to 
panic prices, and with a return to normal 
conditions should gradually rise to their 
proper levels. We refer, of course, to 
gilt-edge bonds and preferred stocks 
which are backed by ample security, yield 
attractive interest and are in every way 
safe and sane investments. 


What the Security Market Offers 

If the investor will put his $1,000 into 
one of these issues, he not only will be 
making a safe investment at a surprisingly 
good interest rate, but he will profit from 
the almost inevitable recovery of the se- 
curity to its rightful market value. When 
the transaction is completed, perhaps in 
a very few years, he will have his $1,000, 
his interest and his profit. By then, in- 
flation may not be so prevalent in the 
real estate market and the investor may 
be justified in taking his profits, adding 
a little to them and buying his piece of 
real estate. His original $1,000 will still 
be available for further investments in 
bonds and high class securities. 


AN ANTIDOTE FOR PANICS 

You have heard much about the possi- 
bility of a money panic. Banish the pes- 
simistic thought! A real money panic 
belongs to the past. In this country we 
will have no more strictly money panics. 
We can have business depressions, but no 
panics. Medical science has anti-toxin 
serum to prevent dangerous epidemics. 
Financial economists evolved the Federal 
Reserve System as the money panic anti- 
toxin serum. The Reserve System is so 
perfectly arranged that the serum can be 
administered in allopathic or homeo- 
pathic injections, according to the pa- 
tients’ needs, at any time, in’ any section 
of the country, so that where the panic 
symptom shows itself it can be quickly 
scotched. 

The Federal Reserve System was the 
result of the applied thought of the most 
brilliant financial minds of the country, 
following that aggravating money panic 
of 1907. It took some years to thorough- 
ly work out the details, but the thing 
was finally done. 

A money panic arises when Fear locks 
the country’s cash in the strong boxes, 
garrets and stockings and circulation is 
contracted abnormally. In the past the 
banks did the best they could, but their 
contribution to circulation was limited to 
their government bond holdings and the 
amount of their capital stock. They had 
enormous liquid assets, for normal times, 
but these assets were useless for money 
production. Under the Reserve System, 
bank assets remain liquid in times of stress 
to be converted into dollars as needed. 
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Readers’ Rotind ‘Fable . 


Editor, THe MaGAzINE oF WALL STREET: 

Sirs-I enjoy reading THE MaGAzINE OF 
WaLt Street. I wonder how your read- 
ers utilize the magazine after reading each 
issue. 

I employ the following method: I have 
a cardboard filing system which I use to 
keep clippings of various articles relative 
to railroads and industrials that I cut 
from the Wall Street Journal and other 
papers each day. After a thorough read- 
ing of each issue of THE MaGAZINE OF 
Watt Srreet, I take each article of im- 
portance and I write on the outside of the 
cardboard file which refers to or holds 
clippings on the particular stock as fol- 
lows: Mag. of Wall—June 26/20—P 286— 
Amer. Car & Foundry—Profit Possibili- 
ties of Common Stock.” 

In this way if I wish to obtain informa- 
tion on American Car & Foundry I can 
locate same in an instant by referring to 


my file—A, J. P. 


HOW TO CASH LIBERTY COUPONS 
Editor, THE MaGAzINE OF WALL STREET: 
Sir—I was interested in the short article 
on page 264 of the June issue of THE 
MAGAZINE OF WALL STREET on cashing 
interest coupons. Possibly the most con- 
venient way for small holders of Liberty 
bonds, one which was not mentioned in 
the article and which is not generally 
known, is to present them to any Post 
Office in the land that maintains a money 
order division. They cash them immedi- 
ately without any formality—R. C. Y. 


THE SMALL TOWN INVESTOR 
Editor, Tat MaGAzIne OF WALL STREET: 

Sir—In nearly every small town and 
village the loca! bank advertises the fact 
that it pays 3% on deposits when left in 
its savings department for 12 months. 
Every citizen is taught to consider this 
investment as gilt-edged. The individual 
who has the temerity to ask the cashier 
of the local institution for a New York 
draft payable to “The Preferred Bond 
Co.” is very liable to receive a private 
audience with the bank’s president and 
warned vigorously of the pitfalls of Wall 
Street. As a result, millions of dollars 
are never reached by solid bond houses 
in the large centres. 

The theory seems to be that, if a small 
town bank fails, depositors are merely to 
be pitied, while if they send their money 
to a big city and lose it “a fool and his 
money are soon parted!”—D, R. L. 


While the above is not quite fair to the 
local bank, there is an elerment of truth 
in what our correspondent says. The ma- 
iority of local bankers believe in the 
principle “keep the money at home” and 
their advice to depositors is very apt to 
be influenced by that idea. 

In a majority of cases. this principle 
probably turns out best for the depositor, 
for it is unfortunately the case that the 
average small investor is attracted by 
promises of high interest returns or big 
profits and therefore selects doubtful se- 
curities. But “keeping the money at 
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home” should not be adopted as a uni- 
form rule, and “the small town investor,” 
as our correspondent designates him, 
should get advice from other unpreju- 
diced sources as well as from local bank- 
ers.—Ed. 


LIBERTY BONDS AS COLLATERAL 


Editor, Tat MAGazIne OF WALL STREET: 

Sir—Having just become a subscriber 
to your Magazine I trust I am not exceed- 
ing my privileges in so soon coming to 
you for advice. 

I own $2,600 of Liberty bonds of vari- 
ous issues and wish to know if there is 
any way in which I can utilize these in 
taking advantage of present market prices 
of securities by borrowing money with 
which to purchase securities, using the 
Liberties as collateral? 

I have never made any investments be- 
fore, but am in a position to do so on a 
small scale, that is, I can probably save 
from $30 to $50 a month which I could 





TO SUBSCRIBERS: 


of our readers states that he 
has secured some remarkable results 
from studies of the law of diminishing 
returns and certain geometric curves 
and angles in connection with the in- 
creasing or decreasing volume of sales 
of stocks, particularly U. S. Steel com- 
mon. If any of our other readers have 
made studies along this line, and are 
willing to submit their findings, we shall! 
be glad to print them. 











use to pay off my loan. Can one borrow 
at the bank, on a note for a year, enough, 
say, to buy a $1,000 bond or stocks, and 
would it pay me to do so or would the 
partial payment plan or margin account 
work out better? 

What I have in mind is the proposition 
you mention in your issue of June 
26, in which you suggest the purchase of 
7% or 8% preferred stocks, using money 
borrowed on Liberty bonds as collateral. 

I am very much enthused over the 
Liberty Bonds and would like to own 
more of them at present prices, but am 
wondering whether, without what I al- 
ready own, I should not buy a good rail- 
road or utility bond or a number of shares 
in some good preferred stock. 

Will you please advise me therefore of 
any plan, not too expensive, whereby I 
may take advantage of the present market 
with the amounts mentioned and what 
securities you would recommend. I could 
no doubt also borrow on several life in- 
surance policies which I own and which 
might be cheaper than borrowing at the 
bank. 

I have a very interesting way of saving 
money which may be of interest to some 
of your subscribers. I save all the coins 
that I get of the new designs, nickels, 
dimes, quarters and halves, and buy thrift 
and war stamps. As soon as I have 
twenty war stamps I cash them in and 
buy a Second 4% Liberty Bond. In this 
way I have been able to save around $350 
a year with which I have bought bonds. 
I also buy the stamps with the interest 
from the Liberty Bonds collected.—K. S. 





Your very interesting letter has been 
perused by our staff with much pleasure. 
We are glad to inform our other sub- 
scribers how you build up your bond- 
holdings from small change. 

Now as to your investing. Naturally 
you are desirous of increasing your in- 
come. The question is what is best. It 
would probably be all right to borrow 
money on your Liberties and purchase 
some bonds. In your case, however, we 
are going to provide a special prescription. 
If you do not like it let us know, and we 
will then advise you as to some bond 
selections. 

You have had very good success with 
your government bonds, and understand 
them thoroughly. So, we say, why swap 
horses? As you are probably aware, 
Liberty bonds are unusually low because 
large corporations have found it neces- 
sary to dump them on the market. With 
the final absorption of these, Liberties are 
sure to rise as they will also with the 
gradually improving money conditions. 
Liberty Bonds are just as sure to advance 
as are standard bonds, and as a security 
have no peer. 

We are going to advise you to buy more 
Liberty bonds at the present market. You 
say you have some insurance policies, you 
could borrow on. If you can borrow on 
these without endangering payment of 
the policy, do so. If the policies are en- 
dangered, do not. Take this money and 
put it all in Liberty Bonds, preferably the 
longer term issues that give highest yields 
to maturity. 

When you have done this, take your 
present holdings and your new holdings 
and go to your bank. Borrow on these to 
to the limit they will loan. You may havé 
difficulty there as the banks may object 
to loaning for what they may deem specu- 
lative purposes. You will probably ‘have 
to give three-month notes, which can be 
renewed. Do not pay over 6%. Some 
private funds may be obtained. If you 
succeed then take this cash and buy more 
Liberty Bonds. Take these bonds and 
lock them up. Figure at least a year’s 
operation, but watch your bond market. 
Keep on saving and put that fund aside 
for an emergency reserve. We think on 
this plan, you have a good profit in sight, 
with little chance for loss. The latter op- 
eration should only be undertaken upon 
condition that you have a fair personal 
earning power, sufficient to enable you to 
“amortize” loans. This means, you should 
be able to make material reductions—say 
monthly—of capital and interest, out of 
earnings. All “Liberties” will sell above 
par eventually, and most certainly on ma- 
turity—Ed. 

THE FUTURE OF THE U. S. 

I don’t feel that times of depression are 
going to make any difference in the line 
that marks the progress of the United 
States. It may vary up and down, periods 
of depression and periods of prosperity, 
but the general average of the line will 
always be onward and upward. I am an 
optimist and believe in the development of 
this country—Charles M. Schwab 
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. Railroads 
Higher Passenger Fares 

Suggestions for higher passenger fares 
to cover a part at least of the increased 
wages of railway employees have been 
heard recently for the first time in several 
years, and seem to have followed a rec- 
ognition that if all the increased cost of 
operation be placed on freight the burden 
will be more than the traffic can bear. 

It may seem at first glance that, from 
the point of view of the security holder, 
it makes no difference how the revenue 
is provided if the net operating income 
be equal to 544% on the investment, but 
the time will shortly come when it will 
make a vast difference. With all the roads 
of the country operating at 100% of capa- 
city of trackage or equipment or both, 
the traffic will move as best it can and 
at almost any tariffs, but when the com- 
petitive struggle for business begins, some 
consideration will have to be given to 
what each class of traffic can carry in 
the way of rates for the interest of the 
carriers themselves. 

For instance, a freight rate increase 
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wil’ do less for the New England roads, 
with a large ratio of passenger train 
miieage, than for the roads of the Cen- 
tral Western region with comparatively 
thin passenger travel. On the other hand, 
the establishment of freight rates that 
would provide 544% on the property ac- 
counts of the New England roads would 
place industry in that region at a dis- 
advantage compared with similiar indus- 
try in other regions. 

Until the question of advanced wages 
came up, it was proposed to place the 
entire burden on freight. Now, it is sug- 
gested that the additional cost occasioned 
by the increased wages be assessed against 
passenger traffic. Where the present fare 
is three cents, it has been proposed that 
the rate be increased to 3%, with a simi- 
lar ratio of increases applied to other 
rates. 

The roads of different regions, as will 
be manifest from a study of operating re- 
sults during Federal control, are in need 
of different treatment. This is due to the 
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Trade Tendencies 
Prospects of Leading Industries as Seen by Our Trade Observer 


fact that rates were formerly adjusted to 
horizontal increases in rates, operating 
meeting operating conditions in each 
region, while at present, on account of the 





THIS IS IMPORTANT 


In order to make this department as 
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t be improved. 
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gestions you may have to offer, as our 








sole purpose is to be of service to you. 





equalization of wages in all regions and 
ratios have risen in some regions more 
than in others, Thus, it is probable that 
a 40% advance in freight rates would not 
benefit the New England roads more than 
a 20% advance would the roads of the 
Central Western region. 

In order to correct this situation and 
do no region an injustice, the time will 
come when it will be necessary to adjust 
railway wages on the basis of other wages 
in each region or change the division of 
through rates now in force. 

The latter has already been suggested 
as a measure of relief for the New Eng- 
land roads. Instead of placing the full 
burden or general rates, it has been pro- 
posed that the roads of this territory re- 
ceive a larger division on through busi- 
ness. Likewise, the suggestion has been 
made that roads operating from the Pa- 
cific Coast through mountain territory re- 
ceive a smaller division of the through 
rate. 


Copper 

Sellers Refusing Fourth Quarter Shipments 

Late in June some of the large copper 
producers were holding out for 19 cents 
a pound, but little or no business trans- 
pired, and lots of running into several 
hundred tons were offered in the outside 
market for less than 18 cents. One of 


the influences which contributed toward 
holding down the price of the metal was 
the fact that the principal consumers pur- 
chased freely early in the year and had 
more metal on hand than they could use, 
owing to unsettled industrial conditions. 

Copper export business amounts to 
about 40% of the domestic production, 
which indicates a falling off from condi- 
tions before the war, when the export 
trade was about half the domestic pro- 
duction. July exports of copper have 
been relatively light, but some increased 
buying for export is expected soon, and 
a better sentiment is evident throughout 
the trade. 

During the second week in July the 
labor situation at some of the manufac- 
turing plants improved, and as a result of 
more railroad permits there was a better 
movement of finished products to con- 
-sumers. The price of copper advanced 
to 19 cents a pound, f.o.b. refinery, for 
prompt July and August shipment, The 
demand for fourth quarter delivery is 
light, but producers are asking 19% cents. 
Some large selling agencies are refusing 
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all orders for fourth quarter shipments, 
not caring to commit themselves as to 
price at this time. 

The June reports of the porphyry cop- 
pers indicate an increased production, for 


example: 

Company May, lbs. June, lbs. 
Utah Copper..... 9,904,781 10,000,000 
Nevada Con. 4,350,000 4,650,000 
ST, 4 cenesss 4,260,000 4,520,000 
pap 3,930,000 4,010,069 


While domestic consumers seem to be 
concerned chiefly with their early require- 
ments, British, French and German users 
show a desire to contract for copper to 
the end of the year. There is a larger 
demand for copper throughout the world 
this year than in any pre-war period. 
May exports, amounting to 39,145 tons, 
are the highest, with the exception of 
March, since January of 1918 when the 
exports were 40,529 tons. This, however, 
incMuded allied war requirements. 

Most of the important copper produc- 
ing companies declared substantial divi- 

(Continued on page 420) 
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sufficient to warrant success 
of the plan, The Richard D. 
Wyckoff Analytical Staff 
will begin operations about 
August Ist, 1920. 
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dends during the past year, in spite of the 
unsatisfactory year in the industry. How- 
ever, the disbursements were not on the 
usual scale, and many of the dividends 
encroached on surplus accounts, as the 
following examples will show: 
Distribution per Earning 


Company. share, 1919. per share. 
Anaconda ......... $4.00 $2.19 
Calumet and Hecla. 10: 6.52 
Cerro de Pasco.... 4.00 2.54 
REND, cocker wets nut 3.00 1.50 
Copper Range..... 2.50 2.40 
Inspiration ....... 6.00 3.54 
Kennecott ........ 1.00 0.16 
UE so aiid ona maa 2.50 2.50 
Nevada Con. ...... 1.50 0.61 
Phelps Dodge ..... 10.00 7.14 
A eee 2.00 1.06 
Utah Copper ...... 6.00 5.08 


Smaller, operators were most affected 
by unfavorable industrial conditions, as 
the high cost per pound of metal produced 
precluded disposing of it at a profit at 
prevailing market prices. Many small 
properties cannot operate at a profit until 
the price of copper goes up, or until op- 
erating costs go down. In the meantime 
they are either shut down, or carrying on 
development, or remodeling equipment 
preparatory to resumption of more active 
operations when the time is ripe. 


Iron and Steel 
Somewhat Reactionary Tendency 
Traffic congestion is still the main ob- 
stacle in the iron and steel trade, and 
because of the diversion of cars to coal- 
carrying, very little improvement can be 
seen in the principal steel centers. Iron 
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and steel products are piled up at mills 
waiting for cars. 

The increase in U. S. Steel’s unfilled 
orders (shown on the graph “Trend in 
Money, Prices and Production” in this 
issue) was smaller than expected, in view 
of the handicaps under which production 
has been carried on. If the big company 
had been able to ship out its products 
freely, there would perhaps have been a 
decrease in unfilled orders; but in that 
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case other companies using steel would 
also have been shipping their respective 
products in greater volume, so that they 
might have been encouraged to place 
larger orders ahead for steel. 

There is a peculiar condition in the 
steel trade now, never experienced before, 
in that there are two markets—one cre- 
ated by the U. S. Steel Corporation, 
mostly for forward shipment, and another 
made by the independents, nearly all for 


"early delivery, U. S. Steel’s prices are 


considerably lower than the prices quoted 
by independents for early delivery. With 
such big orders on its books, the big com- 
pany has no reason for seeking business 
for early delivery. 

Unfilled orders of the independents 
have to be guessed at, but they are rela- 
tively much smaller than those of the 
U. S. Steel Corporation, and at higher 
prices. Just how this situation will work 
out in the future is difficult to predict. 
In case of a slump in steel business, the 
big company would have much the better 
backlog of business to work on; but so 
far there is little indication of a slump, 
provided cars can be got to move the 
goods. In fact, most steel companies 
would probably increase their production 
at once if the traffic congestion should let 
up. 

The trade in general is not looking for 
any higher prices, except possibly for pig 
iron, which would be likely to go higher 
with better traffic conditions. What is 
hoped for is well maintained business at 
present price levels. It seems to us, how- 
ever, that the climax of activity has 
probably been reached and that the next 
notable change in this industry will be 
toward quieter conditions. 

The Pittsburgh steel situation is fully 
discussed in a special article from that 
city in this issue. 


Lead 

Labor Troubles the Chief Difficulty 

Producers of lead report very unsatis- 
factory conditions as to the scarcity of 
labor, and the irregularity and inefficiency 
of what labor is available. Production in 
the West is decreasing because labor is 
deserting the mines and going into the 
harvest fields. 

During the last week in June prac- 
tically the whole Joplin district closed 
down, and only two mines were operating 
in the entire Oklahoma field. Operators 
realized their inability to ship ores, and 
the difficulty of obtaining labor, and they 
took advantage of the situation to curtail 
production in order to stabilize the mar- 
ket and reduce the large stock of surplus 
ores existing in the field. The mines 
closed for about two weeks. This was 
the most complete shut down in the his- 
tory of the industry. : 

Producers are generally limiting their 
sales to regular customers who are con- 
sumers, and are not considering specula- 
tive buyers. Both consumption and stocks 
of the metal are below normal. Lead for 
early delivery is in demand, but there is 
little inquiry for August lead, some hav- 
ing been sold during the latter part of 
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June at 7% cents per pound, at St. Louis, 
when the prevailing price for spot lead 
was about 8 cents. 

In view of the fact that little metal is 
available for delivery in the open trade, 
and the scarcity of nearby lead, the 
American market presents a: fairly firm 
condition, in spite of the influence that 
the weakness in London is apt to exert 
on the domestic market. The supply of 
lead has also been interfered with by 
Mexican troubles, for under normal con- 
ditions considerable lead comes from 
Mexico. 

Towards the end of June the price of 
lead showed a tendency to rise, average 
quotations being around 8.40 cents in New 
York, and 8.20 cents in St. Louis. 


Zinc 
Conflicting Trade Influences 


The production of zinc in the United 
States during 1919 was 465,743 short tons. 
Production has been steadily declining 
since 1917, when the output was 669,573 
short tons. Arkansas and Kansas are the 
only two important zinc-producing States 
that increased their output. The following 
tabulated comparative figures indicate the 
trend of the industry during the past 
three years: 


United States Zinc Production in Short 





Tons. 
1917 1918 1919 

From domes- 

tic ore.... 584,597 492,405 452,272 
From foreign 

OTE ncccce 84,976 25,522 13,471 
Total pri- 

mary zinc 669,573 $17,927 465,743 
Redistilled 

secondary. 16,835 9,918 19,748 

Total zinc 686,408 527,845 485,491 
Average price 

per pound, 

all grades. 10.2c. 9, 1¢. 7.3c. 


Total value of 

output ...$140,027,000 $96,009,000 $70,882,000 

The visible supply of zinc in New York 
at this time is small, and a further cur- 
tailment in ore production is not unlikely, 
a condition that is bound to force the 
price of zinc up. Another influence 
toward higher prices is the liquidation of 
London accounts, which appears to be 
nearly completed. It is expected that 
London will soon be a buyer in the local 
market. An influence acting in the other 
direction would be the closing down of 
the sheet mills, which they might do in 
preference to meeting the demands for 
unionization which they now face. Should 
this occur, consumption would be de- 
creased considerably for a time. It should 
likewise be remembered that we have 
been regularly above London parity re- 
cently, the London quotation being equiv- 
alent to less than the price in St. Louis. 


Oil 

Consumption Outstrips Production 

Recent statistical surveys of the oil sit- 
uation indicate that while production is 
going up to record figures, consumption 
is increasing even faster. As a result, 
imports from Mexico are at the highest 
point ever reached, with the outlook for 
even greater importation. As a result of 
energetic drilling campaigns, new fields of 
mediocre productivity have been discov- 
ered, but the major part of the new pro- 
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We Just Heard This! 


A MAN, 45 years of age, with a salary of $75 a week, met a friend 

at lunch, who told him that a friend of his had been advised 
by the Cashier in a brokerage office that Mr. So-and-So, the big 
market operator, was buying a certain stock, and had “tipped” it 
for rise; and on this information, which had no 
more weight than a spider's web on a July 
hedge, the man of 45 risked and lost $4000 


on a ten point margin. 


That $4000 in Prudence-Bonds would have paid 
him $240 yearly forever, and his principal 
would have been safe too. 
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tions already laid, a chemical products industry of the first magnitude, 
turning out commercial and pharmaceutical chemicals and fertilizers on 
a big scale. 

A world shortage of chemical products, and Imperial preferential tariffs 
and licenses favoring Canada have already given this company a world- 
wide market connection. Organized and managed by Canadian business 
men and chemists of the highest standing, it affords an attractive 
opportunity for United States investors to share in the growth of the 
chemical products industry in Canada. 


Chemical Products, Limited 


8% Cumulative Participating 
Preference Shares 


Price: 100, with a Bonus of One Share Common 
Stock with each Share Preferred 


are preferred as to assets and dividends. No mortgage indebtedness. 
Conservative capitalization of $1,700,000 Preferred as compared with net 
assets of over $3,000, 

A conservative estimate of net earnings would be $1,483,688 per annum— 
equal to eleven times Preferred Stock Dividends—leaving a _ surplus 
equal to $18 per share on outstanding Common Stock. : 


Dividends payable in New York Funds increasing yield 
to about 8% at present rates of exchange, and net price 
to about 87. 

Write us for Descriptive Circular 


RAHAM,OANSONG 


INVESTMENT BANKERS 


Members Toronto Stock Exchange 
TORONTO, CANADA 













Profiting by war experience, prominent Canadians have built on founda- 
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duction comes from more intensive ex- 
ploitation of oil fields and re-drilling. 

Current high prices have speeded up 
activity in developing regions known to 
have oil but where drilling is hampered 
by climatic, political and physical difficul- 
ties. This is especially true of the Far 
East and of South America. The poten- 
tial production of these new sources of 
supply can only be guessed at, of course, 
but indications are that oil fields of tre- 
mendous extent are about to become fac- 
tors in the oil situation. 

In this country, a great shortage is 
being noticed in gasoline, partly due, of 
course, to the usual seasonal demand for 
pleasure purposes, but in part also to the 
permanently increased use of internal- 
combustion motor for all sorts of uses. 
Fuel oil is also in great demand and 
scarce supply, to some exent because of 
the greater utilization of crude oil for the 
production of gasoline. Kerosene is in 
less demand, and is almost, in fact, reach- 
ing the point where price concessions will 
be necessary to stimulate business. 


MEX.PET PAN. PET. 
OHIO GAS TEXAS CO. 
SINCLAIR CAL. PET. 





To July 15 

The export demand for oil products 
continues high, particularly for fuel oil 
and for gasoline. The greater use of oil 
for fuel on steamers has made necessary 
the establishment of oiling stations anal- 
ogous to coaling stations, with the con- 
sequent maintenance of reserve stocks as 
well as the provision of current supplies 
to ocean-going vessels acting to keep up 
an enormous demand for fuel oil. 

Prices have remained firm, with some 
tendency to advance, but as a whole it is 
doubtful if substantially higher prices are 
likely for the rest of the year. For one 
thing, public sentiment is strongly against 
such action, even where a good case can 
be made out on the basis of higher pro- 
duction costs. Besides, gasoline being 
used so largely for luxury purposes can 
be economized on to some extent where 
necessary to force prices down, as was 
the case with textiles and leather goods 
some time ago. 

Oil Shales to Be Developed 

A movement has at last begun to mate- 
rialize to make use of the enormous de- 
posits of oil shale existing in many of our 
Western States, which need only be dis- 
tilled to produce oil of high grade. Prop- 
aganda for this purpose has been going 
on for some time, but the recent price 
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advances and notable shortage of crude 
oil have emphasized the possibilities of 
this new field of oil production. 

In many districts literally mountains of 
this shaly rock exist, which are estimated 
to be sufficient to supply the needs of the 
United States for centuries to come if 
properly utilized. That these deposits can 
be worked commercially has been demon- 
strated by the success of the Scottish 
refineries, which have been worked for 
many decades on the basis of rock which 
is stated to be inferior to that found in 
many parts of the United States. A new 
source of supply for crude oil thus bids 
fair to be opened up, which may prove to 
be of the highest importance. Oil from 
shales has some advantages over oil from 
wells, particularly in that it can be worked 
on an almost non-hazardous basis, as rock 
reserves and average oil content can be 
determined in advance of operations with 
a fair degree of accuracy. The amount 
of oil which can be extracted from these 
shales is far above that estimated to be 
underground in the United States. 

As beginnings have already been made 
and are now being extended in the devel- 
opment of these potential resources, and 
as new oil fields of the first rank are 
daily expected to be brought in abroad, 
it does not seem likely that any long 
period of sustained price advance can be 
safely predicted for the oil industry, in 
spite of the great strength of its under- 
lying demand. A high degree of pros- 
perity for the industry, however, seems 
an almost foregone conclusion for a con- 
siderable period ahead. 


Building Materials 
Reasons for Trade Dulness 


Little business is being done in building 
materials, and in fact quotations on most 
of them are nominal. The main factor in 
the situation is the traffic congestion, 
which bears especially hard on bulky 
freight of this kind. So serious has it 
become that most plants are believed to 
be working at 40% of capacity, and are 
laying off men, while a few months ago 
day and night shifts were the rule. 

While supplies are accumulating at 
manufacturers’ plants, stocks of materials 
on hand in dealers’ yards are almost at 
the vanishing point. To a large extent, 
also, new construction is being held back 
by the high prices now prevailing and 
the hope that with easier traffic conditions 
prices will decline. Building men point 
out that with a freer movement of sup- 
plies, a buying wave will set in which 
may carry prices even above their present 
levels. 

The price recessions which were the 
rule some weeks ago, as a result of credit 
restrictions and the consequent necessity 


of cleaning out supplies at any price to” 


obtain ready cash, now seem to be about 
over. There is a tendency to refuse 
orders except those based on prices pre- 
vailing at time of delivery and, on the 
part of buyers, to prefer promise of early 
delivery to price concessions. Early ship- 
ments are hard to obtain, however, so that 
little business is being done along these 
lines, 

The traffic. congestion is holding back 
the building industry in another way, by 
cutting down the production of coal. Be- 
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Investments 


XISTING conditions demand unusual 
discrimination in the investment of 
surplus funds. 


We shall be pleased to consult with you 


regarding the purchase of government, 
municipal, railroad, public utility and 


industrial securities best suited to your 
requirements. 


Commission Orders Executed 


HORNBLOWER & WEEKS 


Investment Securities leataoo 
Established in 1888 DETROIT 


Members of the New York, Boston and Chicago Stock Exchanges 














Phone: Rector 5000 


Josephthal & Co. 


120 Broadway, New York 


Members 


New York Stock Exchange 


Foreign 


Securities 


Private Wires to Principal Cities 





























Prosperous Japan 


Of all the foreign securities now on the mar- 
ket, the most attractive in many respects are 


Japanese Government Bonds 


(External Loans) 


Direct obligations of the Government or secured by 
the revenues of the tobacco monopoly, principal 
and interest payable in New York at fixed rate of 
exchange regardless of future eventualities, they 
afford a stable, conservative investment yielding 


approximately 
10% 


Ask for circular with full particulars. 


@isHoim & GHAPMAN 


ODD LOTS 
Members New York Stock Exchange 


UNLISTED DEPARTMENT 
71 Broadway New York City 




















Investments 


to yield 7 to 8% 


Permanent Industries 
Ample Security 
Good Earnings 


Send for Circular W-5 descriptive of five diversified offerings 


RICHARDSON, HILL & CO. 


Established 1870 
50 Congress Street, Boston 4, Mass. 


Members New York, Boston and Chicago Stock Exchanges 

















sides this, recent railroad movement or- 
ders amount virtually to a discrimination 
against the movement of building ma- 
terials. 

The building season is not far from its 
close now, as little construction is done 
during winter months. Barring a pro- 
nounced improvement in the traffic situa- 
tion, or, what amounts to the same thing, 
a priority order permitting of the release 
of the accumulations in manufacturers’ 
yards, it is difficult to see where any 
notable improvement in the building situ- 
ation can take place. 

Looking further ahead, the tremendous 
potential demand for building construc- 
tion, and the marked decline in the effi- 
ciency of labor, indicate that these com- 
modities will be among the last to go 
down, and may even have a significant 
advance before they do go down. 


Paper 
Production Situation Improving 

Within recent weeks a decided change 
for the better has been noted in the paper 
and puip industry. Production has been 
increasing, and is now well above last 
year’s mark, although consumption keeps 
pace with it. However, it is no longer 
necessary to dig into reserve stocks, as 
was the case some time ago, and slowly 
reserves are being built up again. 

Prices remain high, but no pronounced 
advancing tendency is in sight, except for 
small lots, which are very scarce and re- 
quire competitive bidding in most cases to 
secure a supply. New production has 
come in from many sources, principally 
Canada and Sweden. Plans are also 
being laid for the utilization of other sub- 
stances than pulpwood as the base of 
paper, interesting developments being ex- 
pected from a large factory now being 
put up in the South to manufacture paper 
out of second-grade cotton and cotton 
from fiber bulbs. 

The recent Canadian embargo on the 
exportation of pulpwood appears to have 
been misunderstood. It has iittle relation 
to the paper shortage in this country, 
being intended simply to confine the mak- 
ing of pulp out of pulpwood to Canadian 
plants. They are at full liberty to ship 
their pulp when made to this country, or 
to make it into paper and ship the finished 
product here, Besides, it only applies to 
Crown lands owned by the provinces, and 
is a provincial, not a Dominion, law. It 
has no effect on privately-owned pulp- 
wood lands or Crown lands owned by 
Americans. 

From Administration sources the sug- 
gestion has come that the forest lands of 
Alaska be utilized for the production of 
paper pulp, but practical difficulties have 
come up which seem to postpone the reali- 


‘ zation of this plan. Greater production 


from established sources seems to be solv- 
ing the problem already. This tendency 
is helped, of course, by the recent absence 
of labor trouble in the paper industry, 
compared with the strikes that prevailed 
a few months ago. 

With continued high production it seems 
likely that the shortage will gradually 
disappear, particularly if our abnormally 
high exports should be cut down as our 
foreign customers become more able to 
fill their own requirements. In this case 
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the price might well decline, as its present 
level is admittedly unusually high. 


Leather 


Slight Improvement Noted 

While the leather market as a whole 
has continued fairly dull, more business 
is being transacted than for some time, 
largely as a result of the willingness of 
some hide dealers to come down in their 
price demands to meet the views of buy- 
ers. Tanners report cutting of production 
to be general, the estimated average being 
about 60% of capacity. 

Price-cutting sales by manufacturers 
have brought protests from retailers, who 
complain that their business is being in- 
terfered with at a time when it is in 
particularly poor condition. Manwufactur- 
ers assert, however, that it is necessary in 
the interests of the trade as a whole to 
move the undigested stocks by any means 
whatever, particularly in view of the 
credit stringency. 

Little is being done in the way of Fall 
business, as anticipated price reductions 
have not come through as yet to the extent 
desired. There appears to be some un- 
certainly as to whether the next price 
move will be up or down, and consequent- 
ly buyers hesitate to commit themselves. 

The export trade in all classes of 
leather goods has fallen off considerably. 
In addition to wide foreign exchange 
fluctuations, . depression and _ deflation 
abroad have left the ieather trade in a 
highly doubtful condition, and surplus 
stocks are believed to have been accumu- 
lated in the last big wave of European 
buying from this country. 

The production situation, both in this 
country and abroad, gives some color to 
the belief that at the end of the present 
period of dullness a price advance may be 
expected. Men are being laid off and 
plants generally working well below their 
speed of a few months ago, so that stocks 
are gradually being depleted. It is be- 
lieved that when the times comes to 
replenish stocks the supplies available will 
be so small as to necessitate some buying 
competition and put the market again in 
control of the sellers. 

The outlook, therefore, is. that while 
prices may continue to decline for some 
time further in obedience to selling pres- 
sure, in a few months an upturn in leather 
and hide prices may be expected, even 
without any substantial increase in the 
volume of sales above normal times, with 
the passing of the seasonal summer dull- 
ness. 


Automotive Industries 
No Sharp Price Cutting in Immediate 
Future 


Total sales during the second quarter 
of the year were smaller than in the first 
quarter. This was, however, due to dif- 
ficulties in getting materials and to traffic 
congestion rather than to lack of demand, 
Of late the demand for cars has fallen 
a trifle, due to tight money conditions and 
perhaps to some extent to the higher 
price of gasoline. Nevertheless most of 
the manufacturers have orders enough 
ahead to take care of all the production 
they can turn out. 

Inventories in this industry are still 
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“Any industrial progress lies in the ability to measure.” 


THE BEDAUX 
POINT SYSTEM 


of Industrial Measurement is to Industry that which the C G S 
system is to Science, and the wonders operated through the use of 
both are comparable. 


The results obtained by the Bedaux Point System of Industrial 
Measurement are: 


Protective Remuneration 
Capacity of Workman and Department Expressed 
in Uniform Unit: “The Point” 

Logical Apportionment of Overhead 
Comparison Between Standard and Actual Costs 
Scientific Planning and Scheduling 
Scientific Control of Material in Relation to Labor 


The Chas. E. Bedaux Company 


INDUSTRIAL ENGINEERS 
4500 EUCLID AVENUE CLEVELAND, OHIO 


"1 














CHICAGO. HASKINS & SELLS san 
PHILADELPHIA KANSAS CITY 


DETROIT CERTIFIED PUBLIC ACCOUNTANTS DENVER 


CLEVELAND “ - ATLANTA 
BOSTON CABLE ADDRESS HASKSELLS DALLAS 


SAINT LOUIS EXECUTIVE OFFICES TULSA 
BALTIMORE WATERTOWN 


PITTSBURGH 469 FIFTH AVENUE ar 40rn STREET 
SAN FRANCISCO LONDON 
LOS ANGELES NEW YORK PARIS 


BUFFALO HAVANA 
CINCINNATI SHANGHAI 


ANNOUNCE [THAT THEY HAVE OPENED OFFICES 
IN SHANGHAI, HAVANA, AND PARIS, AS FOLLOWS: 


SHANGHAI, CHINA (APRIL 1, 1920). 131 SZEc- 
HUEN ROAD. MANAGER, MR. HENRY S. DEVAULT, 
FROM THEIR NEW YORK STAFF. 


HAVANA, CUBA (JULY 1, 1920). NATIONAL 
BANK OF CUBA BUILDING. MANAGER. MR. JULIAN 
L. BARNETT, FROM THEIR NEW YORK STAFF. 


PARIS, FRANCE (JuLy 1, 1920). 49 RuE DE 
PROVENCE. MANAGER, Mr. HOWARD P. GARNER, 
FROM THEIR NEW YORK STAFF AND LATTERLY 
CHIEF ACCOUNTANT FOR THE UNITED STATES 
LIQUIDATION COMMISSION. 


JULY 1, 1920. 

















BUILDING A FORTUNE 


Three million homes and 
thousands of commercial 
buildings must be constructed 
during the next five years. 
Fire prevention and lumber 
cost insure increasing demand 
for clay products. 


FISKE & CO., Inc. 


one of the world’s largest 
producers of “face brick,” 
has been obliged to refuse 
orders of five times its present 
capacity. 

Earnings in 1919 were over 
three times dividend re- 
quirements on its 


8% Cumulative 
Preferred Stock 


Price $100 Per Share with 
20% Bonus of Common Stock 


Ask for Circular MW 
for full particulars. 


BARSTOW, HILL & CO. 


Investment Bankers 
: Third Nat'l 
68 Devonshire St. Bank Bldg., 


Boston Springfield, 
Mass. 














FREEDOM FROM 
INVESTMENT 
WORRIES 


Comes after you have in- 
vested in tax exempt 
municipal bonds. 


Ask for circular W. J. 24, describ- 
ing issues that will net you six per 
cent. 





Gouo-Drapeck GoMPAN 


Established more than a quarter 
century 


MINNEAPOLIS 


Janesville Great Falls 


Cheyenne 
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very much unbalanced. The manufac- 
turers have plenty of some things and 
almost none of others. The result is that 
an unnecessary amount of money is tied 
up in materials which cannot immediately 
be used because of the lack of other 
parts. 

The industry is operating at about 75% 
of capacity and there is little talk of 
price reductions. On the contrary, a 
number of models have recently been ad- 
vanced. Makers have much to say about 
high costs of materials and labor. We 
are inclined to believe that prices have 
about reached their maximum, but it looks 
as though present levels would be main- 
tained—for a time, at any rate. Even- 
tually there will undoubtedly be sharp 
competition in this industry. 

Many makes of cars can now be bought 


for almost immediate delivery and the 
supply in the used car market is consider- 
ably larger than it was a few months 
ago. 

Sales for export are increasing but, of 
course, represent only a small part of 
local production. American cars seem 
to be gaining in popularity in England, 
where the public is disgusted with what 
they consider the profiteering of home 
manufacturers. Italy now permits the 
sale at home of only 10% of her output 
of automobiles, and as a result England 
and France are restricting imports. What 
effect this will have on our exports re- 
mains to be seen, but our market outside 
Europe is constantly broadening, The 
new Willys-Overland model is proving 
popular in non-European countries, being 
of a type suited to their requirements. 





Kurope 


Today 


(Continued from page 374) 


of coal and raw materials permits. Italy 
almost alone among the great countries 
of Europe has a surplus of that now most 
valuable of assets—labor. 

Italy has faced resolutely the realities 
of the situation and has refused to base 
her program upon the uncertain expecta- 
tion of wringing a fabulous indemnity out 
of a broken-down debtor. She has had 
the courage earlier than any of the other 
continental nations to tax herself to the 
limit. She is vigorously curtailing her 
imports, even at the cost of considerable 
deprivation to her people, and has suc- 
ceeded to a surprising degree to increase 
her exports. For a considerable time, 
now, she has resolutely adhered to the 
wise and necessary procedure of not only 
not adding to, but of deflating her cur- 
rency. 

Her industrial centres in the northern 
provinces, under the leadership of men of 
extraordinary ability and great enterprise, 
are growing and developing to a remark- 
able degree. Her busines men, generally 
speaking, have commercial qualifications 
of a high order, and she promises to be- 
come the great entre-pot for trading be- 
tween the peoples to the west and east of 
her. 

In Italy, too, there are many very at- 
tractive opportunities for the enlistment 
of American capital, and it would be both 


to our national interest and our individual 
profit to avail ourselves of the willing 
welcome to which Italy stands ready to 
extend to our co-operation. 

Like France, Italy needs coal and raw 
materials—which mean foreign credits— 
and feels justified in looking to America 
for reasonable facilities in that respect. 
She also needs urgently a settlement, at 
last, of that wearisome and troublous 
legacy of the Versailles negotiations, the 
Fiume question. 

I do not mean to imply in what I have 
said that either in France or in Italy (or 
—as to certain phases—even in England) 
normal conditions will return quickly, and 
that everything is smooth sailing hence- 
forth. Many difficulties remain and con- 
siderable time will yet be required for the 
process of rehabilitation. There is need 
for much hard work, self-restraint, dis- 
cipline and strict economy. There is need 
for broadmindedness in dealing with in- 
ternational questions, for a lightening of 
the heavy load of armament, and there 
must be resolute resistance to the tempta- 
tion of holding over-ambitious territorial 
sway. 

But I do believe that, barring the un- 
foreseen and given reasonably required 
credit facilities for essential purposes, the 
crest of post-bellum perplexities has been 
reached in those countries. 
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N. Y. Times. 

40 Bonds. 
Holiday 
66.21 
66.30 
66.54 
66,67 
66 76 
66.88 
66.91 
66.98 
67.03 
67.00 
66.97 
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N. Y. Times. 
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Current Bond Offerings 





Briefly Discussed and Analyzed 





Issue 

Government and Municipal: 
*Gov’'t. of Switzerland Gold 8s 
*James Irrigation Dist. 6s 
*Richmond, Va., Funding 6s............ 
Columbus, O., School 6s 

Public Utility. 
*Penn, P. S. C. Ist 7%s 
Groton, N. Y., Water 6s 
Industrial, etc: 
*Armour & Co. Conv. 7% Notes 
Utah-Idaho Ist 7s 
*Chgo., Nth. Shore & Mil. R.R. 7% Notes 
*Amer. Machine & Fdry. Ist 7s 


*Described in text. 
taxation. (c) Exempt from Federal Income tax. 


(e) Exempt — Federal Income and State taxation. 


extent of 2 


Government of Sakotiiens Gold 8s. 
—The proceeds of this loan are to be 
used in the United States. This loan is 
part of a program for the gradual elec- 
trification of the Government railway sys- 
tem of Switzerland. 

The total debt of Switzerland as of 
June 30, 1920, but including this issue, is 
about $751,983,548, of which about $386,- 
780,550 are obligations of the Government 
railroads. In normal years the railroads 
have shown a substantial profit consid- 
erably in excess of their annual require- 
ments for interest and sinking funds. 
After deducting the railway debt, the gen- 
eral debt of Switzerland, including this 
issue, amounts to about $365,202,988. The 
population (1920 estimate) is 4,300,000, 
giving a per capita general debt of about 
$85. Against this debt, the Government 
owns property, securities, inventory and 
obligations amounting to about $140,000,- 
000. The debt incurred during the war 
is to be extinguished within about thirty 
years through special taxes already au- 
thorized by a direct referendum vote. 

The financial strength of the currency 
of Switzerland is indicated by the 57% 
gold reserve which the National Bank of 
Switzerland (the only note issuing bank) 
holds against the $179,022,112 of notes 
outstanding on June 7, 1920. This has 
undoubtedly been one of the important 
factors in the maintenance of a favorable 
Swiss exchange rate as compared with 
other centers in Europe and is indicative 
of the sound financial policy of the Swiss. 
The present rate of Swiss exchange with 
the United States is 5.50 francs to the 
dollar, as compared with a normal parity 
of 5.1826. 

During the war Switzerland levied spe- 
cial taxes to meet a part of the mobili- 
zation expenses. For the year 1919 the 
ordinary receipts (including special war 
taxes, postal receipts, etc.) were about 
$88,565,584, while the total charges of 
the debt amounted to about $17,751,707, 
representing only about 20% of the re- 
ceipts. 

James Irrigation District 6s.— The 
lands comprising the irrigation district 
have heretofore been irrigated through 
the systems of three mutual water com- 
panies taken over by the District. To ir- 
rigate this area more efficiently and to 
gain the distinct advantage of distributing 
irrigation water under the irrigation dis- 
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(a) Exempt from all Swiss taxes. 


groggy 
Offering Yield to 
Maturity. Price. Maturity. 
July, 1940 100 = (a) 
1928-1942 97.64@98.81 (b) 
1921-1929 99.76@101.74 5. 736. 25 
1936-1941 105.28@106.18 5.50 (c) 


(f,d) 


July, 1935 
(e) 


95% 
1921-1950 Sie 


28 


(f) 
(f) 
(f) 
1921-1930 98.24@99.76 (f) 
(b) Exempt from Federal and State 


(d) Free of present Pennsylvania four mills tax. 
(f) Company pays normal income tax to the 


July,1930 94.84 
1921-1930 9474@99% 
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trict laws, the land owners determined 
upon the following procedure: 

On December 5, 1919, a petition was 
filed with’ the Supervisors of Fresno 
County, proposing the formation of the 
James Irrigation District. Subsequently 
each step in the formation of the District 
was approved by the various State agen- 
cies. On the 6th of February, 1920, by 
a vote in a ratio of thirty-seven to one, 
the District was formed. The Irrigation 
District Bond Commission has approved 
and validated this bond issue. 

The James Irrigation District com- 
prises 26,648.08 assessable acres, situated 
in Fresno County, twenty-four miles 
southwest of the City of Fresno. The 
City of San Joaquin, in the heart of the 
District, is located on a branch line of 
the Southern Pacific Railway, which 
traverses the District. 

Until the Spring of 1919, this large area 
was farmed as an operating unit, devoted 
to grain growing, cattle, sheep and hog 
raising, and general farming. Today one 
of the largest and most complete hog 
plants in the West is located in the Dis- 
trict. 

On the 14th day of September, 1919, 
the area included within the James Irri- 
gation District was opened to settlement. 
Since that time over $2,500,000 worth of 
land has been sold in units averaging less 
than 40 acres. The purchasers are in 
every case actual settlers who are farm- 
ing and who are developing the land for 
more intensive cultivation. 

Purpose of the Bond Issue is to pro- 
vide money for the purpose of purchas- 
ing the water rights, distributing system 
and equipment of the three mutual water 
companies now serving this area within 
the District, acquiring properties and 
equipment, and the further construction 
of canals and wells. 

City of Richmond, Virginia, 6s—The 
City of Richmond, the capital and largest 
city in Virginia, is one of the leading 
commercial centers of the country. It is 
situated on the James River and is served 
by six railroads and two steamship lines. 

The financial condition of Richmond 
compares favorably with any city in the 
United States. Sinking Funds (which 
amount to over 27% of the bonded debt 
outstanding at the time of this issue) are 
levied annually, sufficient in amount to 
pay off ali bonds at maturity. 














UTILITIES 


ORE and more we 

find discriminating 
investors analyzing the 
public utility situation, 
and as a result there is an 
increased interest regard- 
ing this class of securities. 


Strong public utility bonds 
before the war were sold on a 
basis to yield 5% to 5%%. 
Today, with far greater de- 
mand for output, and mate- 
rially increased security they 
can be bought for prices yield- 
ing 7% to 8% 


In view of these facts and 
the thorough investigations to 
which we have subjected the 
companies listed below, 


WE RECOMMEND 


American Public Service Co. 
First Lien 6% 
Gold Bonds 
Price 86—Yield 7.30% 


The Northern Ohio Traction & 
Light Company 
Six Year 
7% Secured Gold Bonds 


Price 95.30—Yield 8.04% 


Consumers Power Company 


Genl. & Ref. Mtge. 10-Yr. 7% 
Gold Bonds 


Price 961.—Yield 7.50% 


Complete information regarding these 
issues will be sent on request for M-319. 


The National Cit 
Company.” 


Main Office: National City Bank Bldg. 
Uptown Office: Fifth Ave. & 43rd St. 


Offices in Over Fifty Cities 























RAs 


A Railroad Bond 
Yielding 12.50% 


An 
would not offer a bond yielding 
as high as 12.50% unless there 
were facts which justified the 
belief that so high a yield was 


investment bond house 


accompanied by less of the ele- 
ment of risk than the yield 


would indicate. 





We recommended such a bond 
and the facts upon which we 
base our opinion are set forth 


in our 


Circular No. W-153 


May we send you a copy? 


Herrick & Bennett 


Members N. Y. Stock Exchange 


66 Broadway. New York 
Telephone Rector 9060 


SS! 


oe 


— 
HE PROFITS MOST 
WHO COVETS 
PROFIT LEAST 


You cannot have both abso- 
lute safety of principal and a 
high rate of interest. Low 
rates evince safety—high 
rates, risk. 














When you invest in Guaran- 
teed First Mortgages and 
Certificates you get 514% net, 
the highest yield compatible 
with a “loss-proof” invest- 
ment. 


We guarantee the payment 
of principal and interest in 
any and all events. 


Send for Circular M-9. 


LAWYERS MORTGAGE CO. 


RICHARD M. HURD, President 
Capital and Surplus $9,000,000 








59 Liberty St., 
184 Montague St., 





N. Y¥. 
Brooklyn 








Richtiiotid has never defaulted in the 
payment of either principal or interest on 
any of its debts, and at the end of the 
Civil! War paid over 8% interest to bor- 
row funds to retire maturing obligations, 
thereby maintaining an untarnished cred- 


it record. The City owns gas works, 
water works, Municipal electric light 
plant, and other properties officially valued 
at $24,366,117. The growth of Richmond 
has been consistent and substantial. The 
City is an important manufacturing and 
jobbing center and enjoys ample banking 
facilities, eighteen of its banking institu- 
tions having over $75,000,000 aggregate 
deposits. This does not include the op- 
erations of the Federal Reserve Bank 
located in Richmond. 


Penn Public Service Corp. 1st 7%4s.— 
The Penn Public Service Corporation 
owns and operates an electric light and 
power system serving over fifty commu- 
nities in western Pennsylvania, including 
Johnstown, Somerset, Clearfield, Indiana, 
Philipsburg and Blairsville. It also does 
some incidental gas and steam heating 
business. The territory served has an 
aggregate population estimated to exceed 
400,000. 

Franchises of the Company in the opin- 
ion of counsel are unlimited in time with 
a few minor exceptions. 

The Company operates under the super- 
vision of the Public Service Commission 
of the Commonwealth of Pennsylvania. 

Gross earnings of the system have in- 
creased during the past five years over 
145% and the net earnings over 158%, 
and are. now twice bond interest charges. 

Approximately 90% of the net earnings 
are derived from the Company’s electric 
light and power business. 

It is estimated that there is now avail- 
able sufficient additional electric business 
in the territory to permit the Company 
to more than double its present load as 
soon as the increased power facilities 
requisite therefor are provided. 


Armour & Co. Com. 7% Gold Notes. 
—These notes will be the direct obli- 
gations of the company. They will be 
convertible par for par on and after Janu- 
ary 3, 1921, into new Class “A” Common 
Stock, which will have preference as to 
cash dividends up to 8% over Class “B” 
Common Stock. After 8% has been paid 
on Class “B” stock in any year, both 
classes will share equally in percentage of 
additional dividends paid in such year. 

The total assets of the company, as of 
November 1, 1919, were over $490,000,000, 
of which more than $147,000,000 repre- 
sented capital assets. Approximately $57,- 
500,000 of the capital assets are covered by 
the lien of its first closed mortgage for 
$50,000,000, but no additional mortgage 
can be placed upon the properties and as- 
sets of the company which does not equally 
secure these notes by the lien of such 
mortgage. 

Current assets of the company are to be 
maintained in an aggregate amount equal 
to 134 times all current liabilities including 
these notes, any mortgage indebtedness 
(except purchase money mortgages) ma- 
turing prior to the maturity of these notes, 
and any other notes or debentures at any 
time outstanding. Net current assets, after 

















Safe Bonds 
On 

Partial 
Payments 


Our Partial Pay- 
ment Plan enables 
any investor to take 
advantage of pres- 
ent low prices, 
which make pos- 
sible 


good yields with 


exceptionally 


fully safeguarded 
principal. 


Ask for Circular MW-5 


HM. & Co. 


Incorporated 
NewYork Spice 
MWiBroadway 208 Sr 
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Canadian 


Government, Munici- 
pal and Corporation 


Securities 


A. E. AMES & CO. 


74 Broadway, New York 


INVESTMENT SECURITIES 
_ Established 1889 


Head Office: Union Bank Bidg., Toronte 
Chicago Montreal Victoria, B. C. 





THE MAGAZINE OF WALL STREET 


























Sree D 
ig Bleak A 














> a 
eeures 
Rod vente, 





- FOUNDED 1852 


Investment Securities 


Letters of Credit 
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Travelers’ Checks 


Correspondents 
Throughout the World 


Knauth Nachod & Kuhne 


Members New York Stock Exchange 
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EUROPEAN BONDS 


The discount in exchange of- 
fers real investment opportun- 
ities in the purchase of the in- 
ternal loans of foreign coun- 
tries. 

By buying European bonds 
now, the investor assures him- 
self of a good return on his 
money as well as a sure profit 
as the exchange moves tow- 
ards normal. In _ addition, 
many of these loans have re- 
demption features that add 
materially to their attractive- 
ness. 


Careful switches into such 
bonds from depreciated do- 
mestic securities having «a 
doubtful or greatly reduced 
earning power are advisable 
in that they give the investor 
sound security with the possi- 
bility of large profits. 


BROWN, GREEN & COMPANY 


Investment Securities 


52 Broadway, New York City 
68 Devonshire St., Boston 











giving effect to this financing, will be ap- 
proximately $230,000,000. 

Average annual earnings of the company 
during the last four years (exclusive of 
earnings of South American subsidiaries 
which averaged approximately $6,003,500 
per annum) have been about 3% times 
average annual interest charges, exclusive 
of interest on debentures heretofore con- 
verted intoe preferred stock. Out of net 
earnings during that period there have 
been retained in the business more than 
Nine Dollars for every dollar distributed 
as cash dividends. 


Chicago North Shore & Milwaukee 
R. R. 7% Notes.—These notes will be a 
direct obligation of the company, and will 
be secured by deposit with the trustee of 
the company’s First Mortgage 5% Gold 
Bonds in the ratio of not less than $142,- 
857 par value, or, in lieu of 5% bonds, all 
or any part thereof, First Mortgage 6% 
Gold Bonds, in the ratio of not less than 
$127,033 par value of bonds pledged for 
each $100 of notes outstanding. 

The indenture under which these notes 
are issued provides for a sinking fund 
with semi-annual payments, June 1 and 
December 1, amounting to 2% of the notes 
of each series then outstanding. This fund 
is to be used in the purchase and cancella- 
tion of the pro rata amount of notes of 
each series at a price not to exceed the 
redemption price and accrued interest. 

The present value of the physical prop- 
erty of this company and of the Milwau- 
kee city line, as of May 1, 1916, as reported 
by independent examining engineers, plus 
capital expenditures to December 31, 1919, 
amounts to in excess of $14,500.00, against 
the outstanding funded debt of the com- 
pany, including these notes, of $6,899,000. 

The property is in good physical condi- 
tion and adequate upkeep is assured by 
mortgage covenant. 

The territory served includes the “North 
Shore” district, one of the wealthiest and 
most rapidly growing suburban communi- 
ties in the United States. 

The company owns and operates 84.54 
miles of line, practically all of which is 
double track construction. 

Net income for the year ended May 31, 
1920, was $787,940.63; annual interest on 
ali outstanding First Mortgage Bvads, 
Secured Gold Notes and Equipment Notes 
requires $363,340. 


American Machine & Foundry Co. 
lst 7s—The bonds, constituting the 
only funded debt of the American Ma- 
chine & Foundry Company and of its 
constituent companies, will be secured 
by a first and closed mortgage on the real 
estate, plant and fixed assets of the Ameri- 
can Machine & Foundry Company, situ- 
ated in Brooklyn, N. Y., and on all after- 
acquired property. The plant and real 
estate have been appraised at $1,553,000, 
excluding machinery and the new addition 
to the plant. This issue of bonds repre- 
sents 64% of the appraised valuation of 
the present plant and real estate and on 
completion of the new addition will repre- 
sent about 50% of the total appraised 
valuation of the plant and real estate. 

The proceeds of this issue will provide 
in part for an addition to the company’s 
present plant, now under construction, at 
a cost of approximately $500,000, and for 
additional working capital. 














Cities Service 
Company 
7% 


Series C Debentures 


Interest requirements being 
earned 11 times over. 

Convertible into Cities Serv- 
ice Company Common and 
Preferred stocks on attract- 


ive basis. 
Market value of stocks 
Junior to the Debentures 


more than five times prin- 
cipal amount of outstanding 
debentures. 


Yield 7.45% 
Plus common stock 
dividend accumulations 
Circular K on Request 
Henry L. Doherty 

: Company 
Bond Department 
60 Wall Street New York 






























MORTGAGE 
INVESTMENTS 


AR 
No Worry 


Are you looking for a specu- 
lative investment or do you 
want an investment free 
from worry and care? If 
you are looking for the lat- 
ter kind, you should know 
all about Forman Farm 
Mortgage Investments, 


Write now for full informa 
tion latest _ circular, 
using the attached coupon. 


35 Yeors Without Loss ToA Customer 


eorge M. Forman 
é Comp 


FARM MORTGAGE BANKERS 
1665) 


(ESTABLISHED 

11 So. LaSalle Sr. .. Chicago, Ill. 
meeeremmemc OC FU PF lO UN eee eee 

M. Forman & Company. 

11 S. La Salle St., Th. 
Gentlemen: Without obligating me in any 
way, please send me full information and 
latest circular regarding Forman Farm 
Mortgage Investments. x 
Name 
Address 
City 






































We quote markets in the various unlisted 


Sugar 
Oil | 
Steel | | 
Coal 
Public Utility 


Motor | 
| 


also 


Short Term 
Industrial 
Public Utility 


Foreign Securities 


Send for Stock List MS—Bond List MB 


Morton Lachenbruch & Co. 


42 Broad Street, New York 
Philadelphia 


Instantaneous communication between our offices is made possible thru their 
interconnection by private wires 


Chicago Detroit 


STOCKS 


BONDS 


Foreign Exchange 





Pittsburgh 























We offer: 


State of Michigan........... 
Continental Motor Notes... .. 
Detroit Edison ............. 
Detroit City Gas............ 
Cities Service Company...... 
Utah-Idaho Sugar Company. . . 
Detroit, Monroe & Toledo... . 


Southern Railway .............6’s 
Sherwin Williams Company 7% Pfd. Stock 


We will buy: 
Acme White Lead 6’s, 1921-28 


Acme White Lead Preferred Stock 
We specialize in all Michigan Stocks and Bonds. 


JOEL STOCKARD & COMPANY 


Investment Bankers 
Main Floor Penobscot Bidg., Detroit 
Members Detroit Stock Exchange 


Rate Maturity 
.5’s 1925 
. 1925 


1940 
1923 
1966 
1930 
1933 
1922 


6’s 
.5’s 
.7’s 
.7's 
.5’s 




















The American Machine & Foundry 
Company was incorporated in 1900 under 
the laws of the State of New Jersey, for 
the purpose of developing machinery used 
in the tobacco industry, and is the largest 
manufacturer of its product in the world. 
Prior to 1912 all the stock of the com- 
pany was held by the American Tobacco 
Company and in that year, following the 
decree of the United States Supreme 
Court, it was distributed pro rata to 
stockholders of the American Tobacco 
Company. The products of the company, 
and that of its constituent companies, the 
Standard Tobacco Stemmer Company 
and the International Cigar Machinery 
Company, consist of patented machines 
for making cigarettes (plain and cork 
tip), all tobacco cigarettes, cigars and 
cheroots; for packaging cigarettes and to- 
bacco; for banding and stamping cigarette 
boxes, and for stemming tobacco leaf. 

Net income of the American Machine 
& Foundry Company, applicable to inter- 
est charges, after Federal Taxes and after 
providing adequate depreciation, for the 
year 1919 was approximately five times 
the annual interest requirement on these 
bonds, and the average net income for the 
last five years was approximately six 
times such annual interest requirements. 

Net tangible assets of the American 
Machine & Foundry Company, based on a 
balance sheet of March 31, 1920, recon- 
structed to give effect to the present 
financing, aggregate $3,890,50880. Net 
quick assets indicated are $1,447,420.96. 
The company is required under a clause 
of this mortgage to maintain at all times 
net tangible assets at 200% of the face 
value of all bonds outstanding, and net 
quick assets at 125% of face value of all 
bonds outstanding. 





CALL AND TIME MONEY 
An Explanation of Fluctuations 


Call money relates to funds loaned 
which can be called in at the pleasure of 
the loaner. As a rule, used in stock 
transactions where the money is only 
needed for a few hours or a few days. 
Time money is money loaned out for a 
stipulated period and where the loan can- 
not be called until the time limit has ex- 
pired. 

Variations in rate are a question of 
supply and demand. Time money is 
locked up and for some time has been 
limited in supply. 

Certain sections have demands for funds 
in certain lines to a large extent while 
other sections have a plethora of funds. 
In crop moving times the west and south- 
west have unusual demands to meet and 
the rates are higher than in the East. 

While the legal rate for time money is 
6% in New York State, the law permits 
private agreements between parties, the 
difference above 6% being in the form of 
special charges. 

The rate of interest call and time is 
based on the prevailing rates for call 
and time money. Under the rules of the 
Stock Exchange the broker may charge 
his customer a higher rate than the av- 
erage cost of the money to the broker, 
but not a lower rate, as that would be 
equivalent to cutting commissions. 
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Answers to Inquiries 








PHILADELPHIA-HOCKING VALLEY 
BONDS 


Declines Due to Investment Conditions 

Philadelphia Company 3 year 6s, due 
February 1, 1922, of which $9,580,000 is 
at present outstanding, are a direct obli- 
gation of the company, and secured by 
pledge of 200% par value ($20,000,000) 
of the company’s Ist refunding and col- 
lateral 5s of 1944. The indenture pro- 
vides that $400,000 annually be applied 
to the purchase or redemption of these 
notes at not over redeemable prices, that 
is, not over 101 and interest, prior to 
February 1, 1921, and 100% and interest 
on and after February 1, 1921, on 60 days 
notice. 





INDIVIDUAL WIRE SERVICE 
ESTABLISHED 


Our new Individual Wire Service, par- 
ticulars regarding which were announced 
in the Questionnaires submitted to a 
number of subscribers last month, was 
placed in operation July 10. 

This service was —y ~— by our 
Technical Department response to 
the demand of on they for immediate 
wired advices on the trend of the mar- 
ket, individual stocks, and the tech- 
nical position, — of stocks they held, 
: or in special op- 


of the technical position of each, 

and in relation to the trend of the whole 
market. 

To such subscribers we telegraph with- 

in a few minutes a definite change 


opportunities to 
buy or sell the vam in which they 
prefer to trade. 
Neither the Inquiry _ eeonent -_ 
Letter Department 





Investment 

undertake to - such pee A we 

advice: and only a highly zed 

technical department supervised by 
ialists, is compet ° e sug- 

gestions. 

No other of The Maga- 


zine of Wall Street will, from this date, 
answer telegrams on such matters, and 
subscribers interested in this service are 
respectfully asked to communicate with 
the TECHNICAL DEPARTMENT for 
further particulars and terms. 











These notes are well secured, in our 
opinion, both as to property and earnings, 
and although there may be some doubt as 
to whether they will be paid off at ma- 
turity or refunded, there can be no rea- 
sonable doubt as to the safety of the issue. 

Hocking Valley 5-Year 6% secured 
gold notes, due March 1, 1924, of which 
$7,500,000 are at present outstanding, are 
secured by a deposit of $9,600,000 of 6% 
general mortgage bonds, Series A, of the 
company, maturing January 1, 1949. This 
general mortgage issue is secured by lien 
on the entire railroad property of the com- 
pany, subject to $19,864,000 of prior liens, 
for the retirement of which, an equiv- 
alent amount of general mortgage bonds 
are to be reserved. 

It would appear, therefore, that this 
note issue is simply secured, and now that 
the government is making provision for 
retirement of short term maturities of 
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railroad companies, would appear to be 
little room for doubt that the issue will 
be paid off at maturity. At any rate, we 
would not sacrifice these notes at current 
price levels, and the same advice holds 
for the two issues above-mentioned. 





ROCK ISLAND & "FRISCO BONDS 
Particulars and Merits 


Rock Island, Arkansas & Louisiana Ist 
mortgage 4%4s, due March 1, 1934, are 
secured by a first mortgage on 364 miles 
of road, with all real and personal prop- 
erty appurtenant thereto, and are further 
guaranteed both as to principal and in- 
terest by the Chicago, Rock Island & Pa- 
cific Railway Company by endorsement. 
At present, there are $12,965,000 of these 
bonds outstanding, or at the rate of $35,- 
640 per mile. 

As regards property, these bonds would 
appear to be well secured, but the road 
has not been a big earner in the past, 
and for this reason, the issue is not en- 
titled to the highest rating. The fact, 
however, that it is guaranteed by the 
Rock Island Railway system is a big point 
in favor of the issue, as is also the fact 
that the bonds are legal investments for 
life insurance companies under the laws 
of the State of New York. At any rate, 
the bond is entitled to a good rating, and 
we believe that at current prices around 
63, it affords excellent speculative pos- 
sibilities. 

Chicago, Rock Island & Pacific Railway 
Ist and refunding mortgage 4s, due April 
1, 1934, of which $94,941,000 are out- 
standing, are secured by a direct or col- 
lateral mortgage on 5,834 miles of road, 
and 1,252 miles of lease-holds, securities, 
terminals, equipment, etc., but is a first 
lien on only 815 miles, and a first col- 
lateral lien on 364 miles. It is a second 
lien on 4,270 miles, and a third lien on 
291 miles. The bonds are also secured on 
the terminal property of the company at 
St. Paul and Minneapolis, and Kansas 
City, Mo., and by deposit of $53,296,138 
bonds of subsidiary companies. The 
bonds are subject, however, to $75,000,000 
of prior liens. The bond is entitled to a 
good rating, in our opinion, and at cur- 
rent prices around 64% may be regarded 
as decidedly cheap. 

St. Louis-San Francisco Railway prior 
lien mortgage 4s, of which $84,244,125 
are outstanding, mature July 1, 1950. The 
issue is secured by a mortgage or col- 
lateral lien upon 3,932 miles of road in 
all, but is a first lien on 1,530 miles and 
a second lien on 623 miles, besides being 
a first collateral lien on some 305 miles. 
The bond is entitled to a good rating, in 
our opinion, and at the present price 
levels, ‘would appear to have good specu- 
lative possibilities. 





ELEVEN ATTRACTIVE BONDS 
All Should Advance Ultimately 
We give herewith a list of bonds where 
the possibilities of price enhancement are 
excellent. 






THE PARTIAL 
PAYMENT PLAN 









To save and invest 
is the road to finan- 
cial independence. 











Our Partial Pay- 
ment Plan makes it 
easy for you. 










Take advantage of 
present bond prices. 









Write for details 












RUTTERLECO 
14 Wall St. New Yark_ 








Tel. Rector 4391 














































Modern 
Investment 
Practice 


No. 3 


The concluding leaflet of 
the series is entitled 


“The Valuation of 
Common Stocks” 


The matter will be found 
interesting and _ instruc- 
tive both to the Investor 
and the Trader in Com- 
mon Stocks. 


The complete series 
will be gladly mailed 
on request. 


Ask For NW-6 


NEWBURGER 
HENDERSON 
é& LOEB 


Members N.Y. & Phila. Stock Exchanges 























100 Broadway 
New York 
Wadia = — 

















431 











170 Broadway 


AN 
EXCEPTIONAL 
INVESTMENT 


An opportunity is afforded the 
investor to share in the profits 
of the oil business without risk 
of capital loss. 


We are offering a short term, 
high grade collateral trust gold 
bond, secured by one of the 
leading oil producers in this 
country. 


This bond carries a bonus of 
common stock in a newly or- 


ganized oil company which 
promises to be very successful. 


Full particulars on request. 
Ask for Circular 4 


MAGUIRE & BURLEIGH 


Stocks and Bonds 


Phone: Cortland 3573 


New York 





























PROFIT 
FROM 
YOUR 
SAVINGS 











Send for details of eur Part Pay- 
ment Plan, whieh will enable 


you to purchase 
CITIES SERVICE 


BANKERS SHARES 


$5.00 per share with order and 
$5.00 monthly until paid fer, dur- 
ing which time all dividends re 
ceived will be credited to your 
account. 


Investors desiring to 














Western Pacific Ist 5s, due 1946. Out- 
standing $20,000,000. Denomination $100, 
$500, $1,000. Secured by a first lien on 
957 miles of road, together with all other 
property, terminals, land, equipment, etc. 
Now around 79. 

Rio Grande Western Railway Company 
Ist cons. 4s, due 1949. Outstanding $15,- 
080,000. Denomination $1,000. First lien 
on 321 miles of road and a mortgage 
(subject to $15,190,000 prior liens) on 411 
miles. Also secured by $10,000,000 capi- 
tal stock of the Utah Fuel Company. 
Now around 61. 

Denver & Rio Grande R. R. Co., con- 
solidated 4s due 1936. Outstanding $34,- 
125,000. Coupon $1,000 and $500. Se- 
cured by first lien on 1947 miles. Now 
around 61. 

Montana Power Ist and Ref. 5s, due 
1943. Outstanding $22,328,700. Coupon 
$1,000, $500, $100. Redeemable at 105 on 
four weeks notice. Lien on company’s 
entire property, including ,Butte Electric 
Power Company, Madison River Power 
Co., Billings & Eastern Montana Power 
Company, Montana Power Transmis- 
sion Company. Further secured by securi- 
ties of subsidiary companies aggregating 
$20,308,000. Now around 79. 

United States Rubber Company Ist and 
Ref. 5s, due 1947. Outstanding $59,207,- 
000. Redeemable at 105. Secured upon 
owned and controlled properties and by 
pledge of stocks and bonds of subsidiary 
companies. Now around 78%. 

There are also the N. Y. Telephone 
Company’s 4%s, now around 74%, Bush 
Terminal Building 1st 5s, now around 71, 
New Orleans Terminal Ist 4s, now around 
59%, New York Central Equipment 7s, 
Pennsylvania R. R. Equipment 7s, Louis- 
ville & Nashville Equipment 7s. 





READING 
Segregation Possibilities 


As regards Reading common we can 
only say that as the outlook for this issue 
depends largely on the disposition that 
will be made of the company’s assets 
under the recent Supreme Court decree, 
the stock must be considered as more or 
less speculative. If it should turn out 
that the common stockholders alone are 
entitled to share in the coming distribu- 
tion, doubtless the stock will sell very 
much higher. But there appears to be 
good grounds for doubt on this score. 
At any rate, the present tendency of the 
stock is upward, and we would suggest 
holding it, 





EMERSON-BRANTINGHAM 
Switches Suggested 


Inasmuch as the earnings and prospects 
of Emerson-Brantingham Common stock 
are improving, we would hardly recom- 
mend selling the stock at the present low 
level. Of course, the stock should never 
have sold at the high prices of 1917 and 
1918, since the company’s earnings from 
the beginning have not been much more 
than sufficient to meet the dividend on 
the preferred issue. 

As a matter of fact, there is still owing 
about 28% in back dividends on the pre- 
ferred stock. How soon these dividends 
will be paid off is a question of course. 
In our opinion, it will be a long time in- 














A No-Par Value 
Common Stock Pre- 


senting Splendid Op- 
portunity for Profit 


We believe the no-par-value com- 
mon stock of the Dayton Fan & 
Motor Company, founded 29 years 
ago in Dayton, Ohio, to be a good 
speculative offering because: 


1. The oomgany is capitalized devoid of 
good will and patents (with the ex- 
ception of $72.00). 

2. Now doing business in a_ buildin 
containing 80,000 sq. ft. and equippe 
for economical ‘quantity production. 


3. The company is well financed and en- 
joys a liberal line of credit. 


4. The men in active management enjoy 
the most desirable connections and 
know the electrical business in detail. 


5. The growth of the company is evi- 
denced by the comparison of sales for 
15 months (including 1919), conniag 
about $494,000, with the estimated 192 
shipments in excess of $1,600,000. 

The last sale of this stock was at $25 


per share. 
PRICE “AT THE MARKET” 
Circular on request 
STOCKS 


A. &J.FRANK _ jonps 


Fifth Floor, Union Trust Building 


Seven Trunk Telephone Lines Connecting 
All Departments 


Sth Floor, Union Trust Bldg., CINCINNATI, O. 











Odd Lots 


Our service meets the needs of 
those interested in odd lots, 
whether for cash, on margin or 
partial payment. 


Hartshorne, 
Fales & Co. 


Members New York Stock Exchange 


71 Broadway 
New York 
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deed before anything is paid on the com- 
mon. 

We would suggest, in the event of any 
considerable upturn in the price of the 
latter in the near future, that holders dis- 
pose of their stock, even at a considerable 
loss, and transfer the proceeds thereof, 
to am issue having much better specu- 
lative possibilities, such, for example, as 
Invincible Oil or a good speculative in- 
vestment proposition, like Westinghouse 
Electric & Mfg. which is not only paying 
$4 a share on the stock of $50 par value, 
but is earning the dividend several times 
over, and is likely to earn considerably 
more in the next several .years, as the 
company’s business is increasing, for it 
had more unfilled orders on its books at 
present (estimated to be in excess of 
250,000,000) than in the boom days of 
the war period. 

For the present, we should hold such 
stocks as U. S. Steel Common, Union 
Oil, American International and Texas 
Company. The main tendency of these 
stocks at present is upward, and although 
we do not look for any big advance in the 
near future, nevertheless we believe that 
these issues are entitled to sell consider- 
ably higher and will probably do so be- 
fore the down-swing in the general mar- 
ket is resumed again. Bigheart is one 
of the best of the newer oil concerns, and 
we believe this issue might well be held 
indefinitely. 

In alluding to Invincible Oil, above 
mentioned, we merely mention it as a 
fairly good speculation and one which 
would seem to afford an opportunity for 
making up losses in Emerson Branting- 
ham. We, of course, do not recommend 
it as a “safe investment” for savings 
funds, nor would we recommend it to 
anyone, unless he or she were in a posi- 
‘tion to take risks. 








OKLAHOMA P, & R. 
Its Affiliation with Ohio Gas 


We continue to regard,Oklahoma Pro- 
ducing and Refining stock with favor, and 
“believe stockholders would do well to re- 
tain their holdings. It is true, that the 
Ohio Cities Gas Company has acquired a 
majority interest in the company, but we 
are confident that this will not operate 
to the disadvantage of Oklahoma Pro- 
-ducing and Refining stockholders. At any 
rate, the stock is paying a good dividend 
and what is more is earning it with a 
good margin to spare. We certainly 
would rather hold it than sacrifice it at 
current levels. 





ISLE ROYALE 
The Copper Situation Affects All Alike 


The Isle Royale Company like the Su- 
perior seems to be bound up in interest 
with the Calumet and Hecla and late re- 
ports are not sufficiently clear as to the 
real status of these companies. We pre- 
sume they will be affected in general 
trend, by the developments in the copper 
situation. The general opinion is that the 
‘stock prices have already discounted un- 
favorable conditions and any change will 
be for the better. We do not advise any 
further purchases, but suggest holding for 

rthe present for those already in. 
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Booklet of Securities 


Every investor should have a copy of 
our July issue of Booklet of Securities, 
containing over 250 pages of up-to- 
date information relative to Railroads, 
Industrials and other securities. 


‘7 Mth 


Send for current copy MW-724 


Whitney & Elwell 


Members New York and Boston Stock Exchanges 
30 State Street, Boston 9 
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Invest in Marks and German Bonds, 


Anyone familiar with conditions In Germany and with the 
sturdy character, Intelligence and love fer work of the German 
people, knews that Germany will be back on her feet in less than 
five years, if given only half a chance. The former Entente 
powers have come to realize that, for thelr own sake, Germany 
must be afferded that chance. 

German Marks and German Bonds have almest doubled In price 
since we first published our recemmendation breadeast. Vhey are 
still obtainable fer about one-tenth their war valae, and, 
In our judgment, offer the greatest op of the age fer large 
= within a rather short period of time, circalars will 

mailed FREE ON QUEST. 

We have the bes? connections In Germany — DEVTSGHE BANK, 
DRESDNER BANK and DISCONTO GESELLSCHAFT. Our own repre- 
sentative Is on the ground with headquarters in STUTTGART. 

Thirty-five Years Experience in International 
Banking and Finance. 

Malt Bank Draft, Certified Check er Money Order with order, 
and we will Invest your Dollars in MARKS er BONDS at our rate 
fer Marks or our prices for Bonds prevailing on the day your order 


WOLLENBERGER & CO. 


U Investment BanKers 





















JOS So.La Salle Street” 
CHICAGO 

























Twelve Dividends 


A Year— 
$8.00 Every Month 


ONSIDER' the 

many advantages 
of a dividend check 
coming to you punctu- 
ally—on the first day 
of every month. 


Our folder MW 373, 
| describes how you can 








secure the attractive 

return of $8.00 a month 

a year—from a 

well diversified invest- 

ment of $1,200 in the 

Preferred Stocks of 

three old-established 

| and successful New 

H England companies. 
| 
| 
| 














| May we send you this 
| Folder MW 373? 


| Hollister, 
‘| White & Go. 
| 50 Congress Street 
fir Boston 


92 Cedar St. Nor. American Bldg. 


NEW YORK PHILADELPHIA 
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Robertson Paper Co. 


(Established 1864) 


20 shares of 8% preferred 
(par $50) 
Dividend now accrued, 
payable Aug. 1...... 

10 shares Common (par 


$10) 


35.80 


eat «.jasakeow 70.00 
$1,105.80 
Price of above block... .$1,080.00 


The above purchase combines 
an investment at an attractive 
rate of interest with a good 
business risk on common stock 
that in all probability will pay a 
dividend in the near future. 


Earnest E. Smith & Co. 
Specialists in New England 
Securities 
52 Devonshire Street, Boston 


SALEM SPRINGFIELD 


Members 
New York and Boston Stock Exchanges 
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LAKE TORPEDO BOAT 
A Highly Speculative Security 

The position of the Lake Torpedo Boat 
Company would seem to have been im- 
proved lately. The president states that 
no financial report can be issued until a 
settlement of the open accounts with the 
Government is effected. The balance sheet 
of December 31, 1919, showed total assets 
and liabilities of $7,022,243. 

During 1919, the entire issue of the 
company’s notes secured by a mortgage 
on the plant were retired, this wiping out 
the company’s funded debt. The pros- 
perity of the industry of course, depends 
upon the Navy’s orders. The security 
behind your stock seems improved, but 
the stock has no brilliant future that we 
can see. The uncompleted orders on 
hand January Ist amounted to $25,000,000. 





BALTIMORE & OHIO 


Position Not Buoyant 

Although it is entirely possible, and 
even probable, that Baltimore & Ohio 
common will have its advance before the 
present upturn in the general market 
culminates, nevertheless, we do not par- 
ticularly favor this issue around current 
levels. We are decidedly of the opinion, 
on the other hand, that a purchase of 
good railroad bonds now will show good 
profits eventually. 

In fact, we regard the purchase of 
sound railroad bonds at current prices as 
almost a_ sure sffeculation, if there 
is such a thing. Purchases of such issues 
as Western Pacific, first mortgage 5s, now 
selling around 79, New Orleans Terminal, 
first 4s, now selling around 59; Denver 
& Rio Grande Consolidated 4s, now sell- 
ing around 60, or even Chesapeake & 
Ohio convertible 5s, would be almost cer- 
tain to reap substantial profits eventually. 





DENVER & RIO GRANDE 


Little Value Indicated 

There seems to be little question that 
Denver & Rio Grande is “going on the 
skids” and that several mortgages will 
soon be foreclosed. In the case of either 
of the foreclosures, the result will be to 
entirely wipe out the stockholders. 

For those who own any stock, what- 
ever can be retrieved now will probably 
be so much clear again. 





ISLAND OIL 
Rumor Mongers Busy 

Island Oil & Transport Corporation has 
been very successful in Mexico, and its 
production is now said to be in excess 
of 60,000 barrels a day, which compares 
with some 20,000 barrels or less reported 
last February and March. Furthermore, 
the stock is now listed on the New York 
Stock Exchange, and has a broad market, 
and although it may be some time before 
it reaches its former high, we believe it 
would be advisable to hold the issue, as 
it is undoubtedly entitled to sell higher. 
We do not look for a big bull market 
aside from the present level, of course, 
but are decidedly of the opinion that the 
recent rally is likely to extend further, 
and to carry most of the good oil stock 
with it, 









Invest Your 
Canadian 
Bank Balance 


in Canadian Victory Bonds, or 
Municipal Bonds, or in good In- 
dustrials. 


While present exchange condi- 
tions continue, it is much better 


to have your Canadian surplus 
funds invested in_ gilt-edged 
Canadian securities yielding 8% 
or more than to let them lie idle 
or earn only bank interest. 


Write and we will recommend 
you some desirable, sound se- 
curities. 


AGENCY OF 51 


Royal Securities 

CORPORATION 
(CANAD A) 
LIMITED 

1465 BROADWAY 





The Greenshields 
Monthly Review 


q@A short summary of 
the Canadian financial 
and industrial situa- 
tion. 

@.With which is in- 
cluded our Investment 
estions, a summa- 
the most attract- 


S 

ry 0 
ive securities available 
for investments in 
Canada. 


We shall be glad to send 
copies free on 
request. 


GREENSHIELDS & CO, 


Members Montreal Stock Exchange 
Dealers in Canadian Bond Issues, 


17 St. John Street, Montreal. 
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Financial News 


and Comment 


Note—The Railroad and Industrial Digest, Notes on Public Utilities, Oil 


Notes and Mining Digest, contain condensations of the latest news regarding 
the companies mentioned. The items are not to be considered official unless 
so stated. Neither THE MAGAZINE OF WALL STREET nor the authorities 
for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate 
and trustworthy. Investment commitments should not be made without further 


corroboration.—Enrror. 
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Baltimore & Ohio.—Income De- 
creases.—Company’s income statement, 
partly estimated, for the six months 
ended June 30, 1920, shows surplus 
after preferred dividends of $3,232,289, 
a decrease of $492,239 from the same 
period of 1919. Final net is at the an- 
nual rate of $4.25 a share on the com- 
mon stock. This road reported a net 
operating income for May of $1,560,596, 
and a net operating deficit for the five 
months of $1,089,458, from which it 
would appear that operating results are 
improving somewhat under corporate 
management. 

Chicago & North Western.—Record 
Land Sale—Company sold last year 
43,554 acres and 73 town lots from its 
grants at an aggregate price of $1,- 
674,702, the largest volume of business 
the road’s land department has done 
in 20 years. In the last ten years sales 
of 130,000 acres have produced $4,150,- 
000, and the company has still unsold 
242,455 acres of an average value of $30 
an acre. Proceeds are used to amortize 
cost of securities and to create replace- 
ment fund for equipment. 

Hocking Valley Railway.—Income 
Declines.—This company, which is con- 
trolled by Chesapeake & Ohio, reports 
for 1919 net income equal to $9.36 a 
share on the $11,000,000 stock, com- 
pared with $12.36 for 1918. The differ- 
ence was due to an increase in corpor- 
ate expenses, decrease in other income 
and an increase in interest. On an 
operating basis and without the benefit 
of Government compensation, the com- 
pany would hardly have covered its in- 
terest, although in 1918 operating re- 
sults were at the rate of nearly $12 a 
share on the stock. a 

Jersey Central—Control May Be 
Sold.—In an effort to avoid the neces- 
sity of selling $23,000,000 Reading- 
Jersey Central collateral trust 4s at 
105, it has been reported that Reading 
Company would make an effort to sell 
to another railroad, possibly New York 
Central, its equity in $14,500,000 Jersey 
Central stock, permitting the bonds to 
remain undisturbed and _ transferring 
the obligation under the guaranty to 
the purchasing company. If such a 
plan is consummated, it follows that 
these bonds, around 85, are at least ten 
points too high for this market. 

Kansas City, Mexico & Orient.— 
Commission Denies Loan.—An applica- 
tion of this road for a loan of $3,500,- 
000 from the revolving fund has been 
denied by the Interstate Commerce 
Commission on the ground that a sale 
under foreclosure would serve the pur- 
pose better than advancing money to 
meet maturities, while funds for a pro- 
posed extension are withheld on the 
ground that the necessity for the ex- 
tension is not clear. 

Long Island Railroad—Income In- 
creases.—This road, which is controlled 
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by Pennsylvania, reports for 1919 net 
income equal to $1 a share $50 par on 
its $34,110,250 capital stock, compared 
with 68 cents a share for 1918. Im- 
provement was due to increase in other 
income and small decline in charges. 
On an operating basis, the road would 
have shown a small deficit after charges, 
compared with $2.15 a share earned on 
the stock in 1918 on the same basis. 

New York Central.—Heavier Freight 
Movement.—In spite of strikes, New 
York Central Lines in the first five 
months of 1920 increased their move- 
ment of carloads of freight 12'%4% over 
the same period of 1919. If April, in 
which the effects of strikes were par- 
ticularly serious, be omitted, the in- 
crease for the other four months would 
have been 25%. This result was ob- 
tained without the benefit of any of 
the equipment under the recent $50,- 
000,000 order, none of which has been 
delivered. 


New York, Chicago & St. Louis.— 
Earnings Run High—During Federal 
operation, when the earnings of this 
road were running unusually high, a 
good deal was heard to the effect that 
business was being diverted from other 
lines, but results since March 1, 1920, 
have been even better. This is one of 
the companies that began operations 
for its own account on that date, and 
during the three months ended May 
31 reported net operating income of 
$1,220,000. Without weighing the 
figures for seasonal fluctuations of 
traffic, this is at the annual rate of $4,- 
880,000. The company has little other 
income, while charges run about $1,580,- 
000. This would leave $3,300,000 for the 
stock, the three classes of which par- 
ticipate ratably after the common has 
received 5%, and would be equal to 
about $11 a share on all classes. 


New York, Susquehanna & Western. 
—Income Decreased.—Annual Report 
of this road, which is controlled by 
Erie, shows net income for 1919 equal 
to $1.42 a share on the $12,962,392 pre- 
ferred stock compared with $1.73 a 
share for 1918. Rental was unchanged 
but other income showed a slight de- 
crease and charges a small increase. 


Pere Marquette.——May Earnings Bet- 
ter.—This road, which was one of the 
few to begin operations for its own ac- 
count on March 1, reported for May net 
operating income of $350,015—a great 
improvement over the two preceding 
months, which showed in the aggregate 
a net’ operating deficit of $519,835. 
Thus, the company has, on account of 
the three months of independent opera- 
tion, a net deficit of $169,820. Had the 
company elected to accept the Govern- 
ment guaranty, it would have received 
on account of this period $937,049 
rental, so that the net loss to June 1, 


_ by reason of this venture, is $1,106,869. 











Investments 
for Your 
July Funds 


TO YIELD ABOUT 


6% to 8% 


Special circular de- 
scribing numerous is- 
sues of well diversified 
investments, including 
practically all of the re- 
cent offerings of rail- 
road, equipment and 
corporation bonds, both 
long and short term. 


Write for Circular No. 736 
“Conservative Investments.” 


Spencer Trask & Co. 


25 Broad Street, New York 
ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
Members Chicago Stock Exchange 


























Long Term 
Railroad Bonds 


OF THE 
New York Central 


Pennsylvania 

Chic. & Northwest 
Canadian Pacific 
Can. Gov't R. R. 
Norfolk & Western 
Southern Railway 


Systems 


To yield 7 ” to 9% 


F. J. LISMAN & CO. 


Specialists in Steam Railroad 
Securities Since 1890 
Members N. Y. Stock Exchange 


61 Broadway New York 
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HIGH GRADE 
HIGH YIELD 
RAILROAD 
BONDS 


Which are the best for Conser- 
vative Investment and Profit— 


New 7% R. R. Bonds? 
Old 4% R. R. Bonds? 


COMPARATIVE STUDY ON REQUEST 


MARTIN & CO. 


PHILADELPHIA 
1411 WALNUT ST. 


Southern Pacific—Steamship Lines. 
—In April, for the first time since the 
roads were turned over to the Gov- 
ernment, Southern Pacific reported an 
operating deficit. This was due to the 
inclusion in the figures results from the 
steamship lines, reported separately by 
the Director General during Federal 
control. Part of these vessels were 
operated by the Railroad Administra- 
tion, and always at a loss; part were 
chartered to the Shipping Board and 
the War Department, and these showed 
a profit. Although the charter fees 
were shown as hire of equipment, they 
offset net operating deficit of the other 
vessels until most of the boats were 
returned to their regular runs. The 
loss arises from the fact that the ves- 
sels must operate in competition with 
rail rates, at all times inadequate, and 
also hire crews in competition with 
transoceanic vessels, which can raise 
their tariffs to meet any wages. de- 
manded. Although the increased rates 
will do something to restore the former 
earning power of these lines, the ships 
cannot be expected to do as well as in 
pre-war days until there has been a 
partial liquidation of marine labor. 

Spokane, Portland & Seattle.—First 
to Settle With Government.—This 
road, which is controlled jointly by 
Great Northern and Northern Pacific, 
has adjusted all its balances with the 
Railroad Administration and received 
a check for $1,600,000 in final settle- 
ment. This, the first final settlement 
to be made, is interesting from the fact 
that the Government made a substantial 
allowance on account of. under mainten- 
ance. 











Cheap 
| Long Term Bonds 


The present market of- 
fers a wide selection of 
high grade railroad, pub- 
lic utility and industrial 
issues, such as are held 
by insurance companies 
and savings banks at ex- 
tremely attractive prices. 
While it is possible that 
in some instances such 
bonds may work lower 
it is evident that care- 
fully selected purchases 
should show great ap- 
preciation in value. 

Your inquiry may enable us 


to make suggestions of value 
to you. 


BUODGETT 
HART & COINS 


42 Broadway, New York 


. La Salle St., 
Site go 
| 974 Ellicott. Square, 
| Buffalo 


68 Devonshire St., 
Boston 
246 Genesee St., 
Utica 


Direct Private Wires 

















INDUSTRIALS 





American Express—New Company 
for Banking. — Large Earnings. — The 
American Express Co. of Conn. has 
been incorporated to take over the 
banking business of the company, which 
is not a corporation but a voluntary 
partnership of individuals. 

Estimates of the net earnings from 
the banking business for the first six 
months of 1920 run as high as $4,500,000, 
equal to $50 a share annually on the 
stock. 

American Linseed.—Sued as Part of 
“Linseed Trust.”— British May Get 
Control.—The Dept. of Justice has in- 
stituted suit under the Sherman law 
against the company and National Lead 
Co. of New York City, and 10 other 
concerns, charging that they have en- 
gaged in unlawful combination since 
Oct., 1918, to suppress competition in 
selling oil, and maintaining the price 
3 _ per gal., against 50c a gal. in 
1916. 

The Government is suing for’ the 
dissolution of the so-called “Linseed 
Oil Trust,” and not against any indi- 
vidual company, according to Pres. 
Adams, of American Linseed. The pe- 
tition asking the dissolution, according 
to Mr. Adams, does not ask that any 
penalties be imposed. 

Pres. Adams has sailed for England 
to close negotiations which it is said 
will result in passing of American Lin- 
seed Co. control to Lever Bros., a Brit- 
ish soap organization headed by Lord 
Leverhulme. 

American Ship & Commerce.—Ger- 
man Steamer Purchased.—New Con- 
tract—The U. S. Shipping Board has 
accepted the offer by the company of 
$800,000 for the ex-German passenger 


steamer DeKalb. They intend to use’ 
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Prophecy 
and 
Profits 


Our weekly publica- 
tion, The Investment 
News, has been ex- 
tremely accurate in 
forecasting the broad 
price trend over the 
past few months. 


We shall be glad, 
without any cost or 
obligation, to  illus- 
trate this service. 


What to Buy 
and 


How to Buy 


Write Dept. MW-10 for 
Descriptive Literature 


we yES Ht CLARKSoy, 
STOCKS-BONDS Co 

66 Broadway, New York “Me 

Telephones, Rector 4663-4 
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TODAY’S PRICES 


Vienna City Bonds.4 ‘%. $77.50 
Budapest “ i 4 %. $75.00 
Budapest “ 6 %.$880.00 
Carlsbad “ 416 % .$245.00 


Prague © 4 %.$245.00 





Per 10,000 Kroner—Pre- 
War Value $2050. 


Prices Subject to Change. 


Circular on Request. 
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L. KAUFMANN & CO. 


Foreign Currency 
Foreign Bonds 


114 North La Salle St. 
Chicago, IIl. 
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WE SPECIALIZE IN 


Detroit Motor 
Stocks 
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Oklahoma 
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W.A. HAMLIN & CO. 
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DETROIT STOCK EXCHANGE 
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personal attention to 
your inquiries. 


We Specialize 


in New York Curb securi- 
ties. Our experience as- 
sures your complete satis- 
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the vessel in passenger service between 
the U. S. and Germany. 

Directors of the company have rati- 
fied the agreement with the Hamburg- 
American Line, whereby it will reopen 
the former trade routes that line oper- 
ated before the war. The contract will 
run for 20 years. At the end of 18 
years a meeting will be held to deter- 
mine whether it will be extended. 

American Woolen.—Principal Mills 
Closed.—The company’s principal mills, 
recently operating only 3 days a week, 
were shut down completely for an in- 
definite period on July 10, according to 
Pres. Wood. 

Baldwin Locomotive—Gets Eddy- 
stone Plant—The Government closed 
the Eddystone rifle plant at Phila. on 
June 30, and the factory now reverts to 
the company, its original owners. The 
Eddystone plant manufactured 65% of 
the rifles sent to the overseas troops 
during the war. 

The company has completed a trans- 
action with the government of Colom- 
bia, whereby the company has estab- 
lished a credit of $2,000,000 in favor of 
the South American republic. 

The credit is for 10 years, and allows 
the republic to draw on the company at 
any time. 

Barrett Co.— Merger Negotiations 
“On Again.”—Reported Details.—N ego- 
tiations looking to the merger of sev- 
eral of the large by-product and chemi- 
cal companies are said to be progress- 
ing satisfactorily. The plan involves 
the merger of the General Chemical, 
Barrett, Semet-Solvay and National 
Aniline Cos. 

It is reported the new company will 
have a capital of $350,000,000. Na- 
tional Aniline, it was said, will get 
enough stock in the new company to 
make the present stock worth par. 

It is understood the aggregate earn- 
ings of the companies in the merger 
are now running at an annual rate of 
$30,000,000, of which National Aniline 
contributes $12,000,000. 

Chandler Motor.—June Output a 
Record.—Production of Chandler Mo- 
tors and of Cleveland Automobile Co., 
its subsidiary, was, respectively, 3,034 
and 2,301 cars in June, the largest 
monthly total in the history of both 
companies. The showing of Cleveland 
is especially satisfactory, since ship- 
ments began only last September. 

Cluett-Peabody.—Price Reduction.— 
The price of collars has been reduced 
by the company to 25c each against 30c 
previously. 

General Motors. — Net for First 
Quarter $19,603,405—Net earnings for 
first 3 months of 1920 were $19,603,405, 
despite manufacturing and _ shipping 
hardships due to freight embargoes. In 
1919 net earnings, after taxes, were 
$60,005,484. 

Haskell & Barker.—Stock Dividend 
Expected.—Directors of the company 
are expected to meet shortly to act on 
disbursement of stock in the company’s 
treasury in the form of a stock dividend, 
of about 15%. 

Jones Bros. Tea.—Sales Show In- 
crease.—The company reports sales as 
follows: 

Sales.— 1920 1919 
May $1,721,517 $1,423,943 
5 mos. 8,086,566 6,357,484 

Lackawanna Steel—Net for 2nd 
Quarter, $536 a Share.—For the quarter 
ended June 30, 1920, the company re- 
ports profits, after charges and war 
taxes, of $1,881,946, or $5.36 a share on 
the $35,108,500 stock. This compares 
with a deficit of $449,720 in the preced- 











8.30% for-10 Years 


Lucey Mfg. Corp. 
10-year 8% notes 
Price 98 and interest 

An obligation of one of the 
two largest manufacturers 


and distributors of oil well 
drilling equipment. 


This is a stable manufac- 
turing and jobbing business 
which does not partake of the 
risks of oil production. 


We also offer 


Class A Stock 
Price $45 per Share 


Circular on request 
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THE BACHE REVIEW 
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We recommend for 
July Investment 
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ing quarter, and a deficit of $233,086 in 
the June, 1919, quarter. 

Lackawanna Steel.—Large Earnings. 
—The earnings statement of the com- 
pany for the second quarter is a note- 
worthy one, in that the profits of $5.36 
a share compare with a deficit of $1.28 
in the previous quarter, a clear gain of 
$2,332,000, or nearly $7 per share. This 
apparently forecasts, large earnings for 
other steel concerns in the quarter just 
past,—more especially U. S. Steel, Re- 
public, and Midvale. The increase in 
unfilled orders, also, from 122,399 tons 
a year ago, to 484,267 on June 30 last, 
would go to show that Lackawanna at 
least is in for a prosperous year in 1920. 

Lee Tire—Earnings Nearly $7 per 
Share Annually.—Gross sales of the 
company were $550,000 in June, or at 
$6,500,000 per annum. For the six 
months ended June 30 sales were 60% 
ahead of those in 1919. 

Net earnings for May was $107,000. 
For the five months to June 1 total net 
was $447,000. June profits should be 
over $50,000 so that the net before taxes 
for the first half year will foot up $500,- 
000 or $3.33 before taxes on the 150,000 
shares of common. 

Robt. Reis.—Sales Increase Nearly 
50%.—Gross sales of the company and 
subsidiaries for the 6 months ended 
June 30, 1920, were $3,535,784, compared 
with $2,403,923 in the same period of 
1919. 

Sears, Roebuck.—Sales at High 
Rate.—The company’s sales for June 
were $15,767,675, an increase of $692,098. 
Sales for the six months were $140,- 
467,928, or an increase of $36,407,026 
over last year. 

South Porto Rico Sugar—To Dis- 
burse Large Stock Dividend.—Direc- 
tors of the company have voted to dis- 
tribute 56,028 shares of new common 
stock to common holders pro rata, one 
new share for each share now held, on 
Aug. 6 to common holders of record 
July 24. The new stock will carry divi- 
dends for the current quarter beginning 
July 1. 

Spicer Mfg.—Initial Common Divi- 
dend.—Earning at $2,000,000 Annual 
Rate.—Directors of the company have 
declared an initial common dividend of 
50c. a share, payable Aug. 1 to holders 
of record July 20. Net earnings after 
taxes and available for dividends for 
the four months ended April 30 were at 
an annual rate of $2,000,000 annually. 

Stewart Warner.—$3,000,000 Increase 
in 6 Mos. Sales.—First Quarter Earn- 
ings, $1.45 a Share—The company’s 
sales in the first half of 1920 exceeded 
$8,000,000, compared with $4,964,695 in 
the same period of 1919. 

The corporation for the three months 
ended March 31, 1920, reports net 
profits after depreciation and Federal 
taxes of $579,304, equal to $1.45 a share 
on the 400,000 outstanding no par com- 
mon shares. 

Studebaker.— Plans New Detroit 
Plant.—The corporation has awarded a 
contract for a new 5-story plant in 
Detroit. 

Submarine Boat.—Completes Gov't. 
Work.—The corporation on June 12, 
completed its contract for furnishing 
118 cargo ships to the U. S. Shipping 
Board. The original contract for 150 
ships is being completed, the remain- 
ing 32 ships being finished for account 
of the corporation. 

U. S. Steel—Second Quarter Earn- 
ings Likely Good.—U Tonnage. 
—Earnings for the second quarter are 
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estimated at $50,000,000, against $42,- 

,000 in the first quarter. The second 
quarter showing, if continued for a full 
year would equal $20 per share on the 
common stock. 

The corporation reports unfilled ton- 
nage on hand, June 30, 1920, amount- 
ing to 10,978,817 tons, against 10,940,466 
on May 31, 1920, an increase of 38,351 
tons. On April 30, 1920, unfilled orders 
aggregated $10,359,747 tons; on March 
31, 1920, 9,892,075 tons; and on June 30, 
1919, 4,892,855 tons. 

The showing by the corporations 
demonstrates that the industry is in 
a very strong position. As the corpora- 
tion has sufficient business on its books 
to warrant full operations for 12 months 
to come, large gains in unfilled orders 
can hardly be expected in the future. 
The corporation would not consider it 
safe to increase its tonnage much be- 
yond the present level. 

Vanadium Corp—Large Ore De- 
posits Discovered—Engineers of the 
corporation have discovered large ore 
deposits on the South American prop- 
erties which it is estimated at present 
rate of consumption can supply the 
company with ore indefinitely. 

lys-Overland.—Financing Plans. 
- . uction & Profits Heavy.—Finan- 
cing plans recently authorized by 
stockholders have been completed. The 
plans provide for an additional cap- 
ital of $20,000,000. The syndicate or- 
ganized for the purchase of the newly 
authorized common stock has pur- 
chased the shares allotted to it and the 
proceeds have been paid into the treas- 
ury of the company. 

The financing has reduced floating 
indebtedness by $15,000,000 at June 
30, as compared with May 31. By this 
it is anticipated the floating indebted- 
ness will shortly be reduced to a point 
much below the normal condition ob- 
taining in the industry. 

The company is in better operating 
condition and is rolling up larger profits 
than at any time in its history, or about 
$5 a share annually on the total out- 
standing and newly issued common 
stock. No change in the dividend is 
expected, however, until the company 
has again built up its surplus, on which 
a severe drain was made last year to 
finance new models and to fight labor 
disturbances. 

The average production at _ the 
Toledo plant has increased 100.cars a 
day. in the last three months, despite 
adverse transportation conditions. 

Sales in the first four months of 
1920 were $47,000,000, nearly as great 
as the whole year 1919. 


PUBLIC UTILITIES 


American Telephone & Telegraph. 
—Earned $5.95 a Share in 6 Months 
—The company reports a surplus after 
charges and Federal taxes for the six 
months ended June 30, 1920, of $26,- 
328.663, equal to $5.95 a share on the 
$441,981,200 stock. The company’s 
total income in the period was $40,- 
379,780, and the net earnings were 
$35,328,663. 

The company has received in full 
from the Government the balance duc 
the Bell system for operations under 
Federal control, in accordance with 
the settlement set forth in the annual 
report. Since Jan. 1 the Bell system 
has added over 308,000 stations. This 
is a new high record, and in addition 
there are over 200,000 unfilled orders 
for station installation in excess of 
normal. 
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Brazilian Traction —1919 
$6.82 Per Share—For the year ended 
Dec. 31, 1919, the company reports 
surplus ‘after ‘charges and pref. divi- 
dends of $7,273,967, equal to $6.82 a 
share on the $106,566,300 common 
stock, against $4,569,672, or $4.29 a 
share in 1918. 

Columbia Gas & Electric.—Gasoline 
Output Increases.—Gasoline output of 
the company for the week ended June 
18 was 190,842 gals. against 173,870 
gals. a year ago, an increase of 9.8%. 
Total gasoline output for this year to 
June 18 was 7,999,326 gals. against 7,- 
608,116 gals. for the same period of 
‘ast year, a gain of 5.1%. 

Detroit United—May Increase Fare 
to 8c—To make the issues on which 
the company and the city will go be- 
fore the Circuit Court to effect a per- 
manent rate of fare, the company filed 
an injunction suit asking that officials 
of the city be enjoined from interfer- 
ing with the establishment of an 8-c. 
fare, or 7 tickets for 50c., which the 
company indicates may be put into ef- 
fect Aug. 1. 

Electric Storage Battery.—To In- 
crease Capital-Rights—On July 9, 
1920, shareholders voted to increase 
the authorized common stock from 
$17,912,500 to $29,912,500. 

It is planned to offer common hold- 
ers of record July 17, the right to pur- 
chase additional stock at par ($100) 
to 20% of their holdings. The right 
will expire Aug. 16, when full payment 
must be made. This offering has been 
underwritten. 

New Orleans Railway & Light.—De- 
faults on General Mortgage Bond.— 
The company having defaulted the in- 
terest matured July 1 on the general 
7 4%% bonds due 1935, the 

Y. Stock Exchange has ruled that 
‘tne July 1, said bonds will be dealt in 
flat and must carry the July 1, and 
subsequent coupons, to be a delivery. 

Pacific Gas & Electric.—Competitor’s 
New Line O —The company, 
complaining that the Standard Gas & 
Electric Co. has invaded its territory 
has requested the Cal. R. R. Comm. to 
forbid the Standard company from con- 
structing a 2,300-volt service line in the 
so called “Boggs Tract,” west of the 
city of Stockton, Cal. 

The company has received permis- 
sion from the Cal. R. R. Comm. to ad- 
vance its rates for electric current 
15%. An application is now before the 
commission for an advance in gas rates 
and a decision on this is expected 
shortly. 

Western Union.—Net for 6 Months, 
$6.97 a Share—The company, for the 
six months ended June 30, 1920, reports 
net income after charges and Federal 
taxes, of $6,954,000 equal to $6.97 a share 
earned on the $99,786,727 capital stock. 


MINING NOTES 


Anaconda.—Smelting Operations at 
331%4%. — June Production Figures. — 
Smelting operations of the company at 
its Washoe works, Anaconda, Montana, 
are at slightly over 334%% of capacity. 
June production was 12,700,000 Ibs., 
against. 9,700,000 Ibs in May, and 15,- 
800,000 Ibs. in April. 

Cerro de Pasco.—Operating at 75%. 
—June Production Curtailed—The 
company is operating at about 75% .of 
capacity, but can increase production at 
any time when the demand warrants. 
June output was only 3,944,000 Ibs., 
against 6,890,000 Ibs. in May. 
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Nipissing.—Interested in Oil in 
Colorado.—The company has become 
interested in oil shale in Colorado, and 
is erecting a plant to handle 1,000 tons 
per day. The oil is extracted by distil- 
lation. 

Utah Copper.—Although the shares 
of the company recently touched 64%, 
the lowest point in 5 years, the com- 
pany is still producing at about 50% of 
capacity, the output for the 6 mos. to 
June 30 being in the neighborhood of 
55,000,000 Ibs. 


OIL NOTES 


Cosden.—_June Shipments Make a 
Record.—Aggregate value of shipments 
of the company in June was $5,000,000 
against $3,900,000 in May, a high record. 
The company is running 28,000 bbls. 
daily in its refineries. 

Island Oil & Transport.—Earned 15c. 
a Share in First Quarter.—Heavy Ship- 
ments.—The company’s statement for 
the 3 mos. ended March 31, 1920, shows 
surplus after taxes and charges, of 
$350,706, equal to 15c. a share (par $10) 
on the $22,250,000 capital stock, com- 
pared with 37c. a share for the full 1919 











ear. 

Recently the company brought in one 
of the largest oil gushers ever struck in 
the southern fields of Mexico at Chi- 
nampa, rated at 100,000 barrels daily. 

June shipments of the corporation 
show 1,085,881 bbls. To July 9, five 
tank steamers had been loaded with a 
total of 308,311 bbls. 

Mexican Petroleum.—75% of Stock 
Exchanged.—About 75% of the com- 
pany’s common stock has been ex- 
changed for Pan-American Petroleum 
stock. 
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Middle States—Now 780,000 Shares 
Out.——To Continue Present Dividends. 
—In an announcement, July 1, 1920, 
Pres. Saklatvala said that after the 
50% stock allotment to shareholders on 
July 12 there was outstanding 780,000 
shares of stock of $10 par. 

He also stated it probable that stock- 
holders will, in the ensuing quarterly 
period, “receive cash dividends regu- 
larly as you have in the past, not only 
on the stock you now hold, but on the 
stock allotted to you from time to time 
in the future.” 

He added that the company has been 
very successful in its development work 
in Osage County, Okla., having brought 
in 12 wells since Apr. 5, with average 
production of 110 bbls. each, and has 
not borrowed a cent of money in recent 
months. 

Oklahoma Producing & Refining.— 
First Quarter Results—The company 
reports net income for the first quarter 
of 1920 was $980,489, against $2,219,695 
in the whole 1919 year. This 1920 re- 
sult was over 1% times dividend re- 
quirements, but no depreciation was 
— against a large sum set aside in 

Phillips Petroleum.—Producing 6,500 
Bbls. Daily—To Increase Facilities.— 
The company has a settled production 
of 6,500 bbls. a day, nearly all in the 
Mid-Continent field. This does not in- 
clude the substantial initial production 
the company is obtaining from the 
large number of wells it is completing. 
In addition to its oil output the com- 
pany’s casinghead gasoline capacity 
will shortly be increased to 20,000 gal- 
lons daily. 

Net earnings before taxes and depre- 
ciation are running over $500,000 
monthly compared with $300,000 in 


Jan., 1920. For the first five months 
total net was $2,181,886. 

The company is in a strong financial 
condition with no bank loans. The re- 
cent sale of 128,000 shares to stock- 
holders netted the comvanv $3 300000 
additional cash, which should take care 
of its needs for many months. 

Royal Dutch—30% Dividend Re- 
ceived Here.—The Equitable Trust Co. 
has received a final dividend for 1919 
of 30 guilders a share (30%) on Royal 
Dutch common stock, equal to $3.5425 a 
share on the “New York” and “Ameri- 
can” shares. The dividend will be dis- 
tributed Aug. 4, to holders of American 
or New York shares of record July 20. 

Shell Transport—Production Higher. 
—Dividend Declared.—1919 Earnings.— 
At the annual meeting of the company 
early in July, it was said the Dutch East 
Indies output of the company was at 
rate of over 2,000,000 tons above 1919 
figures and that when present issue of 
new capital has been paid for liquid as- 
sets will exceed £35,000,000. 

The Equitable Trust Co., N. Y., has 
received a dividend on the ordinary 
stock of 5 shillings a share on the él 
par shares. This is equal to $1.965 a 
share on the “American” shares (nomi- 
nal par £2) and will be distributed Aug. 
2 to holders of American shares of 
record July 19. 

Earnings of the company for the year 
1919 are just reported as £4,713,369 
against £2,852,945 in 1918. Dividends 
paid were £4,607,625 against £2,913,927 
the previous year. 

Standard Oil of N. J.—Large Mexi- 
can Well Brought In.—The company’s 
Mexican subsidiary has brought in a 
well with an initial potential capacity 
of 100,000 bbls. of oil a day. This is the 
second large well the company has 
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brought in this year in the southern 
Mexican fields. 

Texas Pacific Coal & Oil—Listed on 
N. Y. Exchange.—New Gas Field.—The 
N. Y. Stock Exchange has listed $8,617,- 
000 of the company’s stock par $10. 
Interests identified with the company 
announce the company has opened a 
new gas field which is expected to fur- 
nish Dallas and Fort Worth with an 
adequate gas supply. Three wells, pro- 
ducing over 100,000,000 cu. ft. of gas 
daily, have been brought in on leases 
1% miles from the boundary line and 
the fee lines. 

Union Oil of Delaware.—Production. 
—Drilling 24 Wells—New Acreage.— 
The company’s gross production on 
July 1, not including 25% interest in 
production of Union Oil of Cal. was 
7,900 bbls., or above 6,000 bbls. after 
royalty deductions. The company is 
drilling 24 wells, of which 19 are in Cali- 
fornia, 3 in West Virginia, and 1 each 
in Oklahoma and Wyoming. 

Recent acquisitions bring the com- 
pany’s holdings up to 73,834 acres, in 
W. Va., Calif., Tex., Ohio, and Okla. 
Some other new acreage has been 
taken in Utah, Calif.. and New Mex., 
under the Oil Land Leasing Bill. 


UNLISTED NOTES 


American Light & Traction—Com- 
mon Dividend Reduced—On July 6, 
1920, the directors declared quarterly 
dividends of 134% cash and 14% stock 
on the common stock, payable Aug. 2 
to holders of record July 15. Since 1910 
cash and stock dividends were paid on 
the common at the annual rate of 10% 
each. 


for JULY 24, 1920 











The declaration of a smaller rate was 
attributed to the desire to conserve 
the company’s cash resources. 

American Wholesale.—Sales Increase 
$5,000,000 Over 1919.—The company re- 
ports a substantial increase in its sales 
from Jan. 1 to July 1, 1920. Total for 
the six months was $19,049,116, while 
for the corresponding six nfonths last 
year oe were $13,951,122, an increase 
of $5,097,993. 

ina & Co.—New Recapitalization 
Plan.—Common Stock to be Ex- 
changed.—Announcement was made 
July 8, of the company’s new financing 
and recapitalization plan, the features 
of which are an increase in the stock 
from $210,000,000 ($128,390,600 out- 
standing) to $400,000,000 ($252,350,600 
to be immediately outstanding) and 
the sale of $60,000,000 10-yr. 7% con- 


vertible notes. 


New Capital Stock 


To be 
Authorized Outstanding 
$100,000,000 $52,350,600 
Common * 150,000,000 50,000,000 
Common 150,000,000 150,000,000 


Stock reserved: $7,649,400 pfd. for 
conversion of $7,649,400 6% debentures 
of 1918; $60,000,000 “A” com. for con- 
version of $60,000,000 new notes. 

The class “A” common will have pref- 
erence over the “B” stock as to cash 
dividends up to 8% a year, and after 
8% has been paid on the class “B” in 
any one year, both classes share equally 
in whatever excess earnings may ac- 
crue. Class “A” common shall be en- 
titled to all the rights of any common 
stock of the company. 

Holders of the common stock will be 
asked to exchange their present $100 
par stock for two shares of class “A” 


Class— Par 
7% cum. 


and 6 shares of class “B” common, hav- 
ing an aggregate value of $200, thus 
giving what virtually amounts to a 
100% stock dividend to holders of pres- 
ent common stock. 

Bush Terminal.—1919 Earnings $10.96 
per Share on Common.—The company’s 
report for the year ended Dec. 31, 
1919, shows surplus after taxes and 
charges of $805,696, equal after pref. 
dividends to $10.96 a share on the $6,- 
090,905 common stock, compared with 
$782,849, or $11.12 a share on the $5,- 
797,732 common stock in 1918. 

Fajardo Sugar.—7% Stock Dividend 
Declared—The company declared a 
stock dividend of 70%, a cash dividend 
of 30%, and the regular quarterly divi- 
dend of 2%%, all payable July 30 to 
stock of record July 12. 

Federal Sugar Refining.—Directors of 
the company have declared an extra 
dividend of $5 a share and the regular 
quarterly dividend of 14% on the com- 
mon stock, both payable Aug. 2 to 
stock of record July 10. 

Fisher Body Ohio.—Pref. Dividend 
Forecast.—At the annual meeting July 
2, Pres. Fisher announced that a divi- 
dend on the preferred stock would be 
paid not later than Jan. 1, 1921. 

Gillette Safety Razor. —Wins British 
Govt. Tax Suit—The company has 
received advices from London record- 
ing success of Gillette English com- 
pany in important tax suit with Brit- 
ish government, which has been in 
English courts several years. The 
amount involved was £190,000. 

Kaufman Department Stores.— 
$25.37 a Share Earned in 1919.—The 
company’s report for the year 1919 
shows net profits after charges and 
Federal taxes of $2,039,381, equal af- 
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ter pref. dividends to $25.37 a share 
earned on the _ $7,500,000 common 
stock, compared with net profits of 
$781,213, or $8.52 a share in 1918. 

Midwest Refining— Dividend In-- 
creased.—Co. in Strong Position.— 
The company has increased its extra 
quarterly disbursement from 50c. to 
$1.00 a share, a reflection of the large 
business being handled, and also the 
company’s strong financial condition. 
With the regular quarterly rate of $1 
a share, the stock is now on an $8 
yearly basis. 

Montgomery Ward.—Sales Show 
Good Gain.—The company’s sales for 
June totaled $9,379,772, an increase of 
29% over a year ago. Six months’ 
sales, ending with June, amounted to 
—- an increase of 35% over 
1919. 

National Sugar Refining. —Output & 
Earnings.—The company for the first 
5 months of 1920 produced 230,000 
tons of refined sugar. Annual output 
in past several years has averaged 
300,000 tons. 

The profits in 1919, after taxes and 
expenses, were equal to 30c. per 100 
Ibs. of sugar refined, or over $2,000,- 
000, equal to $20 a share on the $10,- 
000,000 stock. 

Okmulgee Producing & Refining — 
The company’s entire assets have been 
taken over by the Wooster Oil Co. 
This is said to be preliminary to the 
dissolution of the Okmulgee com- 
pany. Stockholders are to surrender 
their stock for shares of the Blackwell 
Consolidated Oil & Gas Co., of 23 
West 43d St., N. Y. The Blackwell 
company controls the Wooster Oil 
Co. 


U. S. STEEL STOCKHOLDERS 
AND THE ETERNAL CONTEST 
(Continued from page 388) 

1917. This would make the believer in the 
“big interest” theory very bearish on the 
stock. There can be no question that the 
public has more of it than ever before, 
but there may be some question whether 

that is a bear argument. 

For one thing, it is to be borne in mind 
that this company has constantly encour- 
aged its employees to buy the stock and 
assisted them in doing so. Its employees 
have been more prosperous than ever be- 
fore and have bought heavily, and as all 
this stock is in small lots the result has 
been an important increase in the number 
of holders from that cause alone. 

Likewise it is true that small investors 
generally have been very prosperous and 
for that reason have picked up a good 
many shares of the biggest corporation in 
the world. At present only 32% of the 
common is registered in the names of 
brokerage houses. 

The reader will be inclined to study 
this graph to see whether there is any 
way to make money out of it. While no 
mathematical rule could be laid down, it 
would certainly seem, in view of the very 
great increase in the number of share- 
holders, that when they next begin to 
decrease, Steel common ought to be a 
purchase. However, the writer would not 
wish to be held responsible for any losses 
that might result from the effort to follow 
this plan. The factor of number of share- 
holders should be considered as merely 
one element in a situation which must 
necessarily always contain various other 
elements also.—-Vol. 26, p. 161. 
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(In all foreign countries $16.50) 


ORDER NOW 


PRODPH IDO 


7% West Renin Pwr, 


Guaranteed by Members of 6% West P T&WPr > 
New York Stock Exchange rose 


a Initial dividend. t 
e Payable in common stcck. W ] H W d 
20 BROAD ST. NEW YORE gg Includes regular monthly %% cash divi- a er arvey ee 


dends and cash proceeds from sale of stock divi- Tuckahoe, N. . # 
Phones: Rector 9076-9079 dends due on Bankers Shares. 


x Payable in stock. 


on N®OONNVNNIN SM SNS NNN NS SN YN NNN NON SN ONN YN O@ NSNIN™S N NNN SYS SS SNS ONIONS NS 
: - S td ae oy Lidl tak te rene rttetvVteeieVtres Eee ee ea) 


NK UN & DW 


on 
~ 





























for JULY 24, 1920 








Texas Municipals to 
Net 7% to 8% 


Free from Federal 
Income Taxes 


Circulars free. 


J. L. ARLITT 


823 to 830 Littlefield Building, 
Austin, Texas 
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NOBLE & CORWIN 


25 Broad Street, New York 


Bank, Trust Company 
and Insurance Stocks 


Table of current statistics 
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First National 

Bank Stocks 
CLINTON GILBERT 


New York City Bank and Trust 
Co. stock: 
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W. G. SOUDERS & CO. 


Investment Bonds 


208 South La Sall St. 
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Grand Rapids 
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J.M.Byrne& Co. 


Members New York Steck Exchange 
Telephone Rector 7000 
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JACOB BACKER 
Financial Broker 


Established 1916 
Exchange Bldg. St. Paul, Minnesota 








HARRY J. WOLF 


Mining Engineer 


Mine Examinations and Reports 
Mine Management 


42 BROADWAY NEW YORK 
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The books, booklets, pamphlets, circulars, special letters, etc., listed below have been 
prepared with the utmost care by investment houses of the highest standing, 

They will be mailed on_request direct from the issuing firm to the readers of THE 
MAGAZINE OF WALL STREET FREE OF CHARGE. 

We advise our readers to freely take advantage of this service, which will keep them in 
immediate touch with what is going on in Wall Street, without any expense or obligation. 


It is a “Specialized Service for Clients.” 


Send all requests to Advertising Dept. 


MAGAZINE OF WALL STREET, 42 Broadway, New-York City 


“THE MAN WHO NEVER TOOK A 


CHANCE” 

The story of two men who 
started out to attain financial in- 
dependence. One took the road 
of high yield and doubtful se- 
curity, the other—the road of 
conservative yield and abso- 
lutely safe security. The result 
will prove interesting reading. 


(75) 


THE BACHE REVIEW 
A summary of the general 
financial and business situation, 
issued weekly by a large New 
York Stock Exchange. (5) 


THE PREFERRED STOCK 
A handsome book discussing, 
in an elementary way, the pre- 
ferred stock. (74) 


BASIC PRINCIPLES OF BOND IN- 
VESTMENT 
The first of a series of folders 
presenting elementary instruc- 
tions for investment in bonds. 
(37) 


THE NEW GERMAN TAX LAWS & 
GERMAN MUNICIPAL BONDS 


Two interesting booklets — 
one describing how laws affect 
foreign investors, the other — 
the possibilities offered to in- 
vestors in German values. (87) 


“THE BEST KNOWN NAME IN 
MOVING PICTURES” 

An interesting circular discus- 
ing stock offering of D. W. Grif- 
fith, Inc. earning over eight 
times its Preferential Dividend. 


(100) 


“THE IDEAL INVESTMENT” 

A handsome booklet answer- 
ing questions that are frequent- 
ly asked concerning: the advan- 
tages of guaranteed mortgages. 
(66) 


VERMONT MILLING PRODUCTS 


CORPORATION 
A circular describing this 8% 
cumulative preferred stock. (92) 


“PUTS & CALLS” 

An explanatory pamphlet 
showing the advantages that 
may be derived from trading in 
them. 


“STOCK & BOND REGISTER” 

A very handy record-book 
containing a bond interest table 
and a chart listing the approxi- 
mate income from _ dividend- 
paying stocks. (54) 


“STANDARD OIL ISSUES” 
A complete list and descrip- 
tion of Standard Oil stocks, in- 
cluding a weekly summary. (72) 


GERMAN MORTGAGE BONDS 
An interesting booklet de- 
scribing this form of invest- 
ment, and its many advantages 
over other foreign bonds. (44) 


“A SEMI-MONTHLY INVESTMENT 


REVIEW” 

“The briefest review of its 
scope” aptly describes this very 
interesting review edited by a 
very able statistician. 


“SAFEGUARDING YOUR INVEST- 
MENTS” 

A booklet originally written 
for the instruction and guidance 
of salesmen belonging to a large 
investment house. It will prove 
interesting to discerning pur- 
chasers of sound investments. (38) 


“CITIES SERVICE COMPANY” 
A circle describing the 7% 
Gold debentures and the 6% cu- 
mulative preferred stock. (7) 


“INDUSTRIAL PREFERRED 


STOCKS” 
A book listing and describing 
46 preferred stocks of industrial 
concerns, put out by a promi- 
nent stock exchange house. (18) 


“THE WELL FROG” 

A little booklet by Ellis Par- 

ker Butler. 

“What we need is a song that 
would begin— 

“Father, dear father, quit buy- 
ing bum stocks, 

“Or our whole caboodle will go 
on rocks.” (64) 


“HOW FORMAN FARM MORT- 
GAGES ARE MADE” 

A handsome booklet discus- 
sing this form of investment— 
from the farmer to the house of 
issue. (24) 


MODERN INVESTMENT PRACTISE 
Three booklets of a series: 
1. Lessons for bond-holders. 
2. Testing preferred stocks, 
prepared by an able statistician 
who has made a study of bonds 
and preferred stocks. 
3. The Valuation of Common 
Stocks. (68) 


“AN INVESTOR’S CATECHISM” 
A little book answering some 
all-important questions for the 
investor. (49) 





























THE MAGAZINE OF WALL STREET 

















